“R.E.P O R T R ge']s.fu> M E S

ED OIO 773 R ' _$P 000 554
PENSIONS FOR TEACHERS, A PnACfICAL HANDBOOK ON PENSIONS AND
- RELATED SUBJECTS FOR TEACHERS IN PUBLIC scuoous AND MUNICIFAL
_COLLEGES' OF. THE CITY OF NEW YORK. - E
BY- GOLDMAN, LOUIS A.  AND OTHERS . B
UNITED reozanrron OF TEACHERS, NEW YORK; N.Y.

PUB DATE
,"zoas PRICE nr-sn 27 uc ss 12 1539.
. oescaxproas- #TEACHERS. *TEACHING CONDITIONS. *FERSONNEL
. POLICY, *PUBLIC afHOOL TEACHERS. uuxous. *WELFARE Nsw vonx
’ CcITY N
. rurégcongﬁeuensxve HANDBOOK ExPLAINs rne 'MAJOR BENEFITS o
. PROVIDED By THE NEW YORK CITY 'TEACHERS' Rsriﬁeueur SYSTEM. ~
- PROCEDURES ARE GIVEN FOR CALCULATING RETIREMENT ALLOWANCES
,.'uuosn ‘THE VARIOUS PLANS AVAILABLE AND DEATH BENEFITS EITHER -
" BEFORE - OR AFT§R:RETIREMENT. SOCIAL SECURITY PROVISIONS, TAXES
© ..ON' RETIREMEMT  INCOME, LOAN PRIVILEGES, WORK AFTER RETIREMENT,
AND PERTINENT: COURT DECISIONS ‘AND THEIR IMPLICATIONS FOR .
PENSION MATTERS ‘ARE DISCUSSED. THIS 'HANDBOOK IS (ALSO “
. AVAILABLE FROM THE unr;;o FEDERATION OF TEACHERS, tocaL 2, -
‘u_;aoo PARK AVENUE souru. NEW YORK crrv. (HF) - / L

‘,
LY
[ T




Poras A
LTy e
v T ;.w,.ou\ b

h
4.

. WITTES

JOHNSO:

Z

- <
=
=
-
-
&)
<
o

ELLIS
DAVID M

.Loul




-

eI H
Cha o, e N

A ~ OFFICE OF EDUCATION

- “" . ) . .. . 2"

B R .s nmgmmornmm mucmou‘qwmm T A

THiS nocm BEEN REPRODUCED EXACTLY AS WECEIVED FROM THE
PERSON OR ORGAMZATION ORGINATING IT. POINTS OF VIEW OR OPIMIONS ., .
 STATED DO NOT NECESSARILY REPRESENY OFFICUAL OFFCE OF EDUCATON R
T NSmONORPOUCY. | R

PENSIONS FOR TEACHERS

;’ - . . i‘ v

A Practwal Handbook on Penawna and Related R
Subjects for Teachers in the Public Schools and

Mummpal Colleges of the City of New York - o

. v N . . o

TR X SRR TG T L . S

- . . . . » - :
:. v‘ . N . . .
) s A . P

e

2

2 ol R Loust GOLDMAN S )
o Formcr Mcmbcr, Tcachcrs Rmrtmnt Baard of the C:ty of Ncw York ‘ L 0

s : * . ]

ELus Jormson B T IR R .
Auﬂwr, "Your Pumon Problcms—l!ow To Solve Tlmn" - ' ' '
" _ {

-~ Davip M. Wirtes B
Member, Teachers’ Retirement Board of the City of New York | '

LN

Y Tt v

: L o UNITED FEDEMTION OF TEACHERS
R - Local 2, American Federahon of Teachers, AFL-CIO

IS B S L 5 300 Pulsxenue South .~ New York 10, New York o




- . . I -

s

i
I Td
] < .
! .
) .
.. ,
¥
. .
B a N
"
- .
R .
. \
- .
- v . y

PEFTR

s B R Copynght@l%{' v .

T R .mmmomnunousormm
L. UNeER AGREEMENTS WITH THE U.S. OFFICE OF

S R ;mnol.;-mmamucnouomm
T THE ERIC SYSTEM REQUIRES PERMSSION OF

THE COPYRIGHT OWMER™ . .

°

. . nmmmmummm\mopnmm
Liberal Press, Inc.

T aew

by Louu A. GoLouan, Erus Jomuou and Davip M. Wrnu L

C

.
i

»
'
.
A Db
)
s

.

]
-

Aruitoxt provided by Eic:

v
o T S——

R T e —

L 3
(O P RT Sy NS YOS ——

v




[P

*  To give meaning to the explanations and the tables, the authors
- include many illustrations throughout the book. et
., The United Federatidn of Teachers takes pride in offering . .
- this book to the teachers of the.City. We are decply appreciative I
" of the task performed by the authors in preparing this outstanding ..
, Work. We are most grateful to them—all members of the United
- . Federation of Teachers and former chairmen of its Perision Com- -
" mittee—Dy. Lonis A

M.’Witta.

THIS'-PENSION_hodk fills a real need. It brings up to date and* = -~ |
2 . ¥ enlarges the scope of ‘our prévious publication on pensions, “Your e
. § - Pensien Problems—How To Solve Them” by Dr. Ellis Johnson.
¢ . The authors of this book have spent many years in the study of o ,
pensions. They have given pension advice to thousands of teachglzﬂ o
.+ - Through their writings and lectures; they have clirified for teachetd - . = e T,
~ many technical features of the Retirement Law. Their knowledge e
- " and experience give added assurance to the reader concerning the .
~ accuracy of the information presented in the book. .
. ' The explanations throughout the book are clear and concise.
.. The tables will enable the teacher to make his own calculations. o .
- Many of the tables have never before appeared in any publication. I
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o Tm-: CHIEF objectives of this book are to explain the important - -
-+ ¥ benefits provided by the Teachers’ Retirement System and enable

~ .. the teacher to calculate the amount of Hfi‘ rétirement allowance -
. % . under the various retirement plans available to him. It will alo
BRI -show how to’ calculate the amounts that beneficiaries will receive

" - when the teacher dies either before or after retirement. In addition,
iy several topics related to a teacher’s retirement, such as Social Security
. " and taxes, are explained and illustrated. o o .
"' The book ‘contains much information which, it is hoped, will =~~~
, be useful for the younger teachers, as well as for those with many - e
. yedrs .of teaching experience. There are included explanations of |
recent changes affecting members of the Retirement System, such e
as the “Death Gamble” law, the “Saypol” decision, the liberalized = = '
- loaa privilege, and the five-percent contributions by the city to provide ~~ © =
. teachers with increased take-home pay. To enable the teacher to
~, .make the desired calculations, - extensive tables applicuvie to all
S teachers in New York City are given. Illustrations, carefully chosen,
4+ make clear to the reader how the tables are applied. - - | e
) .« We are indeed grateful to many friends and collagues in . . -~ -
. the pension field for their suggestions and assistance in the preparation S S
;.- Ourlabors will be amply rewarded if this book will prove helpful
i ‘to our fellow teachers. - - ,
| o " Louts A. GoLpMAN
SRR ELuis Jounson
« .. Davio M. WrrTES
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.. INTRODUCTION ~

Pied

H] TEAGHERS’E R'c'tix‘et;ncnt. System of the Clty ‘ofi New

[]

to teachers and death benefits to the beneficiaries. The assets: of the
System. are now one and one-quarter billion dollars, *+ = - ¢

. The income which the retired teacher recejves from the Réﬁree | L
ment System.is called his RETIREMENT ALLOWANCE. The retirement

allowance consists of two distinct parts: e
7 (1) a pensioN derived from the contributions by the city, and

© ., (2) anANNurTY resulting from the contributions by the teacher.

~ . Until July ’19601,‘_ the teachers and the city were expected to
contribute approximately equal arfigunts. However, since July 1960,

the city has assumed the payment of a part of the teacher’s contribu.
tions, At present, when a teacher’s normal contribution is, say, 12%

of his salary, the city will pay 5% of the salary for him; the teacher

need pay only 7%. In the case of a teacher whose normal rate’is 9%, °
the teacher need only, pay 4% of his salary; the city will pay 5%
for him. In general, whatever the teacher’s normal rate of contribu- -
tion, his actual rate will be less by 5% of the salary. The city will pay
the: 5%\The city ‘pays this in addition to the normal rate that the

city has béen contributing.

- In effect, thén,"'thc ’ pensionf'pa"rt “of the ‘tca'thér’s:\ retirement .
ftowance now consists of two scparateamounts: () a normal pension

resulting from the normal contributions of the city and. (b) a
special pension from the additional 5% contribution by the city,

explaihed above. These two amounts, the normal pension and the -

.

".ment allowance. .

11

York -
. was. establishedsson August 1, 1917 It replaced the ‘former. -
‘inadequate New York City Teachers’ Retirement Fund. The présent
Retirement, System is operated on'a reserve Jbasis. Both the city and- -
the teachers contribute regularly toward future retirement allowances

special pension, constitute the pension part of the teacher’s retire-
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'euemuw FOR RETIREMENT .
o . Regular service remement There are two general plans of - | %
gsemceretu'ement ' , S - .
.o b (1) A teacher is cligible for service remement when he has o R
el B I acqmred a total service credit' of 35 years or when he has reached IR AT
- ' age 65, whichever comes first. I S | o
‘ (2) Under a law enacted in 1959, a teacher may elect to - . . .o o
1. - retire for service if he has reached age 55 and has completed 30 years- -} . .
i - of service. This plan requires higher rates of contnbutlon by the' I SRR
N teacher and the city than does the other plan. R
1 7’, L "A teacher under cither plan may, if he mshes, contmue in _ { -
1~ service until the end of the school year.(August 31st) in which he = |
reaches age 70; retirement 'is mandatory on the following day, N A
g ' Septémber first. | . | S
o A Demand Remement. A teacher may retire” “on demand” after Lo
IR hehascompleted30yearsofsemce,evgn1fh1sagelsbelow55 Lo
. % -~ . However, “demand” retirement yields a much lower retirement @ .
T e allowance than retirement after 30 years if one has reached age 55. T
o I Veterans’ 'retirement. A war veteran with 25 years of credited . S
“ ¥ ' service may elect to retire at age 50, provided he makes a lump sum FE
| | payment at retirement. The fump sum required in practically every o .
~ case’is 50 large that very few teachers have been able to avall them-i‘ ' L
-+ selves of this provision of the retirement law. REEDE S
-+ Disability retirement. A teacher is ehglble for d:sabnhty retire- |
. !~ " ment when he has completed ten years of city service, provided he S
N - is found to be physmally or mentally mcapable of perforrmng his -~
1 o school dutlu | | R S
'_PROVIS|ON FOR BENEFIClARlES - S
el . When a teacher retires, cither for service or for bility, -~ A
R & " he may provide that, upon his death, certain benefits shall be paid |
' o g ~ to his beneficiaries. Making provision for beneficiaries -at the time 2
of retirement is known as selecting an opTioN. There are several |
~ different options available. Some of the options are relatively in- | .
. 1 7. expensive to the teacher; some arc quite costly. It is important o | .
" | - . note that, while the teacher may provide for his dependents orother -~ !
-} U - beneficiaries, he does so by reducxng lus own: maxzmum reurement R
allowance.. SRR S
. The law also prowdee for” payments to beneﬁcxanu when a b |
C. “teacher' dies BEFORE he has reured We must dlstmgumh these two - L '
I o sxtuatlons | o o T
< o .




“

- - .’Situén‘on': A: ' When the .'vtcachc'r"die's' hnronﬁ he has becdmc
-4 dlgible for service retirement.. T .

. Situation B: When the teacher dies AFTER he has b":come :
" eligible for service retirement and BEFORE he has actually retired.

. ’,'

E o .~ Whatis the difference in benefits under Situation A as compared . * ‘v L

with Situation B2 - e
. In cither case (A-or B), the teacher’s own contributions (with .
.- -interest) are paid to-the beneficiaries. - | IR
- . The difference bétween A and B 'is in' the :-Death Benefit that -

~ Situation B is much more generous than under Situation A,
" When 'the teacher dies BEFORE he becomes cligible for service
fetirement, the beATH BENEFIT Will generally vary between the salary |, -
~ of the teacher for a half year and a full year. -

-y -will rarely be less than two years’ salary and may be as high as
{7 .the teacher’s salary for five years. In'most cases, the DEATH BENEFIT
4 will approximate the salary for three to four years. o
R A more detailed explanation of death benefits will be given in
{7 alater chapter. .- | T
R Similarly, other topics, briefly mentioned in this chapter, will be
- discussed more fully, oo N T ’

b4

is paid from city funds to the beneficiaries. The Death Benefit under

. When the teacher dies arTeR he becomes cligible for service .
retirement and BEFORE he has actually retired, the DEATH BENEFIT™

e o el bl oo w———t
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| _ T B CHAPTER 2 |
L BRI 'I'HE ANNUITY-—SERVICE RETIREMENT
, THE PRINCIPAL quwtxon asked by a teacher contemplatmgl
-8 retirement is, “How large will my. retirement allowance be?”
" We shall now explam how to determme this amount when a teacher
,  retires for service. 3
e - We begm wrth the case where no option is chosen, that is, i
o ..~ where no provision is made for beneficiaries 'upon the death of the 1
AR ISV retn'ed teacher.(If 2’ teacher does. not select an option he is said to
Y8 7 retire on a MAXIMUM retirement allowance. Whether a teacher selects
| 1. an option or not, the Actuary of the Retlrement System first cal- -
i . - culates the maximum pension and the maximum annuity. In later
. chapters, we shall show how to calculate the retirement all » s
where the teacher chooses one of the variods options avallable‘gt:;rﬁ N
'The retirement allowance, it will be recalled, consists of a pension. -
from funds furnished by the city and an annuzty from contributions -
. by the teacher. The teacher’s contributions, with interest compounded E
~ annually, are credited to his individual Annuity Account at the i
SRR * Retirement Office. We shall first indicate how to calculate the
V- b . anngity part of the maximum retirement allowance. | B
THE ANNUITY. TABLE . )
BTN I The annmty depends upon the amount in the teacher’s annmty
B .- {fund, the age and sex of the teacher, and his date of appomtment to
" the uty school system or the municipal collegw Table 1 gwee the .
| 1 annmty for each dollar ifi a teacher’s annuity fund at the.time of -
; ) service retirement. Tms table will enable every appomted teacher ;
{0 * . to.determine the annuity part of his maximum Tetirement allowance.
L The need for three sets of figurm in Table 1is explamed later in this

o T

T Tt




TABLE .
ANNUITY PER DOLLAR IN ANNUITY FUND"'
Sorwce Rof,(ullon'l :

Proceed as follows.

P ‘Find the amountmyour annmtyf dasof the date of reumment.
(a) Note the final balance gi ‘in the annual statement of

. your annuity {und that you last recexved from the Retlre-' L
~ ment Office. S

~.(b)" To the final balance in (a) 3dd mterest thereon at the-'j
-~ r1ate of 4% per year if you were appointed before July,
- 1947 (3%, if appointed after June, 1947) from the date» L

~' -,‘(c) Also add actual contnbuuom made by you for muranent ‘

B

N Ag‘a« © _TAMEIA c GTABLEIB - TABLEIC~ - Age }
: ot Teacher Appt'd = Teacher Appt'd Teacher Appt'd at
" Rety - lofm Sept. 1943 Aﬂor Aug. 1943 & - Aftdr. Juno 1947 Ret. .
IR . Before July 1947 ' ‘ .ol
' “ Mah  Woman Man  Woman’ ‘Man * Wornan .
L so 00149 .“” - 00695 .0“5 -0623 -osn : o so ,_ s
B 0765 0690 0709 - -.0856 . 0637 .0584 TR
B2 072 0704 0724 0668 0653 05% 52 - .
B3 0800 0719 . .0741 0681 - 0869 0609 83
B4 7 .0819 0735 ..o7ss T0695 .0 0886 0623 - 54
B8 . 0839 o782 o076 0709 0705 0637 55 .
. 56 T 0881 0770 * 0796 0724 0724 0653 N
BT 0eee. 0789 . 0817 0740 o745 0669 &7
68 099 0810 .. 0839 0758 (0767 .0686 58
34 - 0938 - 0831 . - L0862 0776 - 0791 0705 -89
60 . 093 .0854 0887 - .0796 0816 0724 &0
6l - 7 0993 0879 . J0%4 0817 - 0843 0745 ¥ 1P
62 - 1025 0905 - 043 0839 ¢ 0871 0767 62
6 . .10s0 .0m3 0974 0862 0902 0791 63
& 0% 0963 4007 0887 0934 0816 &4
65 4136 . 0995, - J04Z 0914 0969 0843 85  °
- &b J178 L1030 - L1079 0943 - 1007 .0871 B )
67 . 1224 1067 ~W120 0974 - 047 0902 - &7
[ J272 - 06 - 163 1007 090 0934 .68
2 JA325 - .l148 o .1209 l042 ~JdI136 0969 &9
70 a3 e 1259 186 1007 70
7 2 22 313, A239 047 7

,,,,,,,,,,,,

* of the statement to the first day of the month of retirement, -
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A
3 : ) | | S _ B |
N - purposes from the date of the annuity statement in (a) .
7 to the date of retirement. (This may usually be ascertained
SN B o by noting the amount in, the “Pension” colimn of the
N - stub accompanying your monthly check.) ‘The interest on
% o - these contributions may be disregarded. N
. i ~ 2. Find your age to your nearest birthday at the date of retirement, =
% b 3. Multiply the amount in your annuity fund at date of retirement

R %% by the decimal shown in the appropriate column of Table 1. . .
4. '\ Makesure you use Table 1A or 1B or 1C, forresponding to your
T N original date of ippoint‘ment.» | o |

,

¥ ILLUSTRATIONS T

- Evample 1: Miss A, appointed in 1920, retires for service

R G at age 60. The balance in her annuity fund at the,time of retirement
S % is$30,000. How large will the annuity part of her retirement allow-

*  Since Miss A was appointed before September 1943, Table 1A
; - is used. This table shows that a woman teacher of 60 will receive
TR an annuity-of $.0854 for cach dollar .in her annuity fund. Hence,
LT+ MisAs annuity will be $30,000 x .0854, or $2562 per year for life. -
.. The dcity’s contributions will provide the pension part of Miss
{ - A retirement allowance. Together, the annuity and the pension
- comprise the teacher’s maximum retirement allowance.
Example 2: Mr. B, appointed in 1945, expects to retire for
~ Service at age 65, Assume that his contributions with interest amount -
7 to $32,000. What will be the amount of the annuity part of Mr. B’s
. - retirement allowance? - T o
i . Mr B was appointed after August 1943 and before July 1947.
© - Hence, Table 1B must be used. This table shows that a male teacher,
-~ age 65, will receive $.1042 for each dollar in his annuity fund. Ac-
1 cordingly, Mr. B’s annuity will amount to $32,000 x .1042, or about
4. $3,334 annually for life. In addition, B will receive a pension from
4o 2 the dity. S ‘ § D
.~ + Example 3: - Mrs. C, appointed in September 1947, plans to
retire for service at age 55 when she will have completed 30 years
- of service. Asiming that her annuity fund will be §33,000, how -
* ' lafge an annuity will she receive? . T

., . Since'Mm. C was .appointed after June 1947, we must use
* " Table 1C in order to calculate the annuity part of her retitement

~ allowance. According to this table, a woman teacher retiring at age

" 55 will receive $.0637 per year for'each dollar in her annuity fund.’

L URES R VR WY
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. Hence, Mrs. C's annuity will be $33,000 x 0637, or about $2,102
-+ yearly for life, In addition, Mrs. C will receive a pention from the -

~ will be treated in the two chapters that follow.

=+ = -From 1917 t0°1934, the Retirernent Board calcu ited the annuity
- part of the retirement allowance on the basis of the mortality table.
_adopted in 1917 with interest at 4% on the balance in the teacher’s
. 'annuity account. On January 1, 1934, the Board adopted a new
~mortality table recommended by the actuary. This was done in
. complianc with the Teachers’ Retirement law ‘which directs the
" actuary to make such recomniendation, if pecessary, based on an
- actuarial ipvestigation every five years. Because of increased longevity - -

© L was less favorable to the tedcher than that used previously. =

than the 1934 table. The Board' decided that the 1943 mortality -
table-was to be used for all teachers appointed on and after September

- - on or after Scptember 1, 1944. Since the retirementelaw provides
~ that a “present teacher”* shall be guaranteed an annuity based ofi »°
‘the 1934 table, the 1943 table could not be applied to him) - | .

A

S

city.ﬁecﬂcnhﬁon'ofﬂupenﬁonpﬂrtoftheuﬁmmmlnwm o

- Authis point, it is well to explain the nced for the three scparate
sections of Table 1. . - - S

of teachers, the annuity table based on the 1934 mortality table
In 1943, the actuary recommended another change in the. mor-’

- tality table; this was adopted by, the Retirement Board in June 1943, -~

The annuity-table resulting therefrom wasless favorable to the teacher

3

1, 1948, and for “new entrants”* already. in service who will retire

_ However, the State Court of Appeals in January 1961,\decided
that the Retirement Board wropgfully applied the 1943 table when
it calculated the annuities of “those teachers who were appointed -
prior to. September 1, 1943. The Retirement Board was ordered to -
recalculate the annuities of these teachers in accordance with the
decision. (A brief discussion of this decision is given in the fbaing
section of this chapter.) = - o o
~—-Let.us turn to the three parts of Table 1. Table 1A gives the -
annuity calculated on the basis of the 1934 table with interest at.
4%. It is now used for all teachers appointed before September 1,

1943. Table 1B is based on the 1943 table with interest at 4%. It is

A “pméﬁt teacher” is one who was & te'a::her in the pnbiic schools on August
1, 1917, or a teacher at Hunter Cohége on September 17, 1918, or a teacher

at City College on June 1, 1923. All others are “new’ entrants.” Unless other-
wise noted, the ward “teacher” in this work designates & “new entrant”

17 .
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. uséd for all teachers appointed dn or after September 1, 1943 but
. . prior to July 1947, | SR s |
- "~ For all teachers appointed before July 1, 1947, intertst on their RN
¥ ' contributions is credited at the rate of four percent per year; com-
AP pdundedannually.In.1947,theStateI.egisl_ature'pwedanamend- S
ment to the Teachers® Retirement law reducing thé rate of interest - .
7 on.the annuity accounts of teachers appointed on or after July 1, Lo
- 1947 to three percent. - B -
- Accordingly, the actuary prepared a new annuity table, based o | '7
o upontﬁeumemorgaﬁtymbleasthatuscdinthe'preparationofthe, I
_+ " - 1943 annuity table, but with interest-calculated at the rate of three @~
- percent instead of four percent. Table 1C is that table. It is used in .
.+ Calculating the annuities of all teachers appointed on or after July ’
1, 1947; these teachers are often referred to as “three percent con- o
© tibuters» 7 o LT

; S | .
_ THREE PERCENT CONTRIBUTORS = o | )
.. One final statement concerning Table 1C. A bill has been - }
. . introduceq in the legislature each year during thé past several years . L
~to amend the retirement law 80 thdt teachers appointed on or after ° L
- July 1, 1947 will henceforth receive interest at the rate of four percent
~ on_their annuity contributions. The low yield on safe investments -
- which prevailed at the time may have justified the reduction of the e
.y interest rate on contributions of ‘newly appointed teachers to -three o
- peroemtin 1947, . LT T TR
L e 'I'llé.sittiaﬁonhaschangedmatkcdlyinrecenty&rs. The current . ; :
"+ investments of funds of the Teachers® Retirement System yield four I3
' percent or higher. The new policy of investing retirement funds .
" in high grade corporate bonds and guaranteed mortagages will tend | v
- to increase still further the yield of Retirement Board investments. r
- Yet, as this book goes to press, all teachers appointed on or after s
. July 1, 1947, who comprise nearly two-thirds of all teachers in service, {
~ meceive but three percent interest on thelr contributions. = = i _
' LEGISLATIVE ACTION TS e / E
N In 1962, both the Senate and the Assembly passed a bill granting i,
- four percent interest vn contributions of teachers appointed pn or - g
-~ after July 1, 1947, Unfortunately, the bill was vetoed by the Governor.. S
A similar bill wil probably be introduced at future sesions of the . | |
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' COURT OF APPEALS DECISION T

-4 -An cxplanation of the calculation of the annuity part of a
" teacher’s retirement allowance would be incomplete without a brief A
' discussion of the far-reaching effects of the important decision rendered

*

by the Court ‘of Appeals on January 16, 1961. The background is |

‘as follows:

-+ Under the retirement law, the actuary must make an actuarial -
+ " investigation"of ‘tlhie mortality rate of its contributors (teachers) every. -
.. five years, and recommend to the R€tirement Board the adoption of .
-~ such tables as are deemed necessary 3 a result of the investigation. -

On fwo occasions (in 1934 and ) during the existence

" of our. Reﬁrgmeqt System, the actuary recommended the adoption -
- of revised mortality tablés based on the longer life-span of teachers.
These revised tables resulted in reduced annuities payable to teachers

- on retirement. The 1934 revision reduced the annuities payable on

+_ rctirement to all, teachers in service on January 1, 1934. The 1943
~ table was applied only to “new entrants”; under the retirement lavs |
.~ “present teachers”“are guaranteed an annuity based on the 1934
. tables, .. ° o ’ R '
. In 1958 several teachers filed suit to compel the Teachers, .
"+ Retirement Board 5 use the 1934 mortality table for all teachers
- ‘appointed prior' to September 1, 1943, basing their case. on the
3000 j:"gvision of the ‘State Constitution that after July 1, 1940, member-
~__..—ship'in-a city or state fetirement system, such as ours, “shall be a
~ contfactual relationship, the benefits of which shall not be diminished |

[

 decided in favor of the teachers.

or impaired.”

The Supreme Court sustained the teachers. The following year

| the Appellate Division unanimously upheld the decision of the lower

_court, Finally, in’ January 1961, the Court of Appeals unanimously -

a
A

'EFFECT OF DECISION

. Asa‘result of this important decision, all new entrants appointed.

. before September 1943 will.have their annuities calculated on the -
'basis of ; the more favorable 1934 table, and will therefore receive .
larger annuities. - o o

Al teachers appointed after August 1943 are now guaranteed -

.. by the Court decision that théir retirement annuities will not be

-~ reduced in future years as a result of the adoption ‘of new mortality

tables by the Retirement Board. ‘If new tables are ‘adopted, they

can be applied only to téachers appointed after ‘those tables have
been adopted. = Lo R

»
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In the case of teachers already retired from service, the Retire-
- ment Board was required to recalculate their annuities in accordance

- with the Court of Appeals’ decision.
-, retired teachers, or their surviving

- sum equal to the

payment. '

. The Court de

¥

\

v

| cision does not affect the annuities of teachers
_'retired for disability Because there has been no change in the table
- used to calculate disability retirement annuities after July 1, 1940, ..
- the effective date of the State constitutional safeguard stated above.
. However, teachers who will retire for -disability in the future are 4
) by the decision that the Retirement Board may not reduce

. their annuities by.adopting new mortality ‘tables.

g2

The Board has since paid’ these
‘ beneficiaries or éstates, a lump -
difference due them plus interest to the date of i

RN




~ how to calculate the pension part of the retirement allowance:
" As stated ini the first chapter, the pension, which comes from
contributions by the city, consists- of two separate parts:
. (a) a‘normal pension resulting-from the city’s normal con-
tributions- and (b) a special pensionvderived from the additional
_payment assumed by the city since July 1960. (This additional pay-
ment—which we shall refer to as the city’s special contribution—

. corlisted of 212% of the teacher’s sa :
thereafter it has been 5%.) This chapter will concern itself with the

normal pension only,: Ghapter 4 will deal with the special pension. "

AVERAGE SALARY .
~ The normal pension part of a teacher’s retirement allowance
. depends upon his “average salary.” As.used in ‘the Retirement law,

“average salary” generally means the average annual salary for the

’ Wﬂ prior to the date of retivement. . ‘ -
" Table 2 gives the average salaries of teachers, supervisors and

 secretaries eligible for service retiremient on September 1, 1963 and -.

- on September 1 of the seven succeeding years. It is a sikple matter
* - to make the interpolation for the approximate average ¢ |
~ date other than September 1 of any year between 1963 and 1970.

" " The figures® in Table 2 include maximum salaries in salary

~schedules of teachers adopted by the Board of Education on January

-8, 1964. The average salaries given in the table for secretaries and ©

supervisors include maximum es in schedules that are expected

1 " to be adopted by the Board of Education. The figures shown in the

*- - table will ‘change with future changes in salary ’;chédulg. |
e I . ” . ‘}. ) A . | 21 ’ . .

uring the year 1960-1961; .

ona

cf

". P
T L
- THE NORMAL PENSION-SERVICE RETIREMENT
o THE PRECEDING chapter dealt with the annuity part of the
o retirement allowance. This chapter and the next one will show

wowes "
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4 | S TABLE 2 . AR
.+ " "< . AVERAGE SALARIES FOR FIVE-YEAR PERIOD
.~ _PRIORTO RETIREMENT. - .

- © NO PROMOTIONALDIFF.  PLUS PROMOTL DIFF.
~Rek. ' Teacher  Téacher Teacher - Teacher - Teacher

LY

Date ~  no. diff, + U diff. 4 2diff. |bdm, T 2dif,

. Sephl A B : ot B .
M3 $ess . g5 S5 S amss 8926

o e A a8 9088 o4gs 992

e L 1MEC a9 g3 9793 :?;,1 .- 10027

T 96 9233 9633 10033 10112~ 10812

' W97 9388 . o786 10188 . 10394 10794

A% o w52 a2 0282 10510 - 10910

c o 1969 T 9500 . 9900 . 10300 10608 . 11008

1970 o es00 . 9900 - 10300 10625 1oz2s°
Reh. . Sch.Seey.  Sch.Secy. S 5. Secy, SnS. Secy, . Awt

" Date " nodiff. 4 diff. no diff, + }iff. ; »Ptj;c.‘. ;
1963 . $ 8623 $5750 . $ 6093 $6173 . $10443
1964 - 5802 - 5049 6356 4476 11050

- 188 - 615 . .85 6583 6743 . 11653
1% e e 6751 - 4951 12194
197 6307 - 6587 6857 7057 12588
1968 - 6435 6635 .. 6908 - 7105 - 2787
. 1969 " 6470 6670 6940 - 7140 /12901
- 1970 70 . e870- 640 | 740 . 12925

. Ret . HS.  Junior EL Sch. JHS. . HS
" Date . Chairman Principal Principal Principal  Principal -
N Sept.t . L, M . N R S R.
s L1983 . $10843 ~ $10982 $12761 = $13522 $16683
1964 11480 a7 N0 278 |78

1966 - 12083 12260 4158 15042 ’ 18324
19%6 12594, 12836 L 14788 IS721 . 19053

T %7 2mes - 354 1520 215 j95e3°

98 3157 13@s 5439 . 14431 . 95
V1969 13300 13589 718807 . 16814 20012 .
S0 - 13328 13615 15635’ 16645 . “ 20045

S K(I) The average salary of a feacher who was granted ane salary differential (for 30

credits) or two salary differentials {for 60 credits) will be somewhat smaller than

"~ ~.Ahat given in Column B, C\. D or E if he has received either differential for a
‘. poried of less than five years, L . .
(2) :l:q average salary of a teacher who was granted the promotional differential will

somewhat smaller than that shown in Column D or E if the offective date of

= the prametional differential Is. subsequent fo July 1, 1962, .
(3) The average salary of a school secrefary or a senior school secretary who was

: geanted a salary differential will be somewhat smaller than that shown in Column .
& or J if the effective date of the differential is subssquint fo July 1, 1960 1n -

. the case of the school sacratary, and subsequent to [September |, 1961 in the
- case of the senior school secretary. ' , : ,
(4). Columm L s ako applicable to High School Administrative Assistant and Teacher-
in-Charge of Annex. : : _ o o

- - | " o9
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 NORMAL PENSION UNDER CLANCY LAW = .
- The vast majority- of teachers* now in service have elected
coverage under the “one-percent” Clancy law. Under the provisions

~ of this law, the city contributes an amount sufficient to produce a -

pension of 1% of the average salary multiplied by the number of

'~ years of credited service after September 16, 1917,} provided that
- the_teacher has clected to make cértain additional contributions to -
provide a larger annuity in order to satisfy the “matching” require-

. ment in the law.

- As a result of the Retirement Board’s liberal interpretation of
* the “matching” requirement, few teachers: who have retired under
~the Clancy law failed to get the full pension. benefit of 1% of
. average salary for cach year of service. A relatively small number-

-were required to pay a lump sum at retirement in order to meet the
minimum “matching” requirement. Failure to meet the lump sum

“requirement in such cases resulted in a somewhat smaller pension.
- Under an amendment to the Retirement law adopted by the.
- State legislature in 1963, a teacher is fio longer required .to pay a .
~~fate of contribution in excess of 15%. If the. rate of contribution R
. needed to provide an annuity equal to the pension from the city '
-+ " is-higher than 15%, the teacher may, if he wishes, contribute at
the ‘higher rate, but is not required to do so, As a result of this
- amendment, all teachers who elected Clancy law coverage will. obtain
. @ pension from the city equal to 1% of the average salary multiplied
by the number of years of service. No lump sum will hereafter be

R

T In view .of amcndmcnt; newly ,5ppointcd | .tea'clhels are |
- _strongly advised to elect coverage under the Clancy law. (See Chapter

- Example: Miss D was appointed in Septembér 1928. She
-~ was granted credit for two years prior seryice as a substitute from

* See footnote on page 17 for distinction between “present teacher” and “new .

entrant”’ A present teacher receives a somewhat larger pension from the city
‘than & new-entrant because of teaching service prior to the inception of the
" Retirement System. There are at present over 43,000 contributors in' the

~ teachers.. Unlesy otherwisé indicated, the word “teacher” in this book means
“new entrant” . B .

 tributors at oﬂnefmumc:pa.l colleges.

 September 16, 1918 for Hunter Collegé" cohtxfibutorg; ;Iuné 1, 1923,fof con-

Teachers’ Retirement System; of this number, fewer than. 200 are present =
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1. 1925 to 1928, She sérved continuously in the elementary schools. She
’ | 'wasgranted a salary differential on the basis of 30 in-service credits .
. i . subsequent to graduation from teachers’ training school. In 1951
ST R she elected coverage under the “one-percent” Clancy law. She retired
RERT R - on September 1, 1963. What was the amount of the normal pension .
.+ part of her retirement allowance? @~ . I
. ST .. - Since Miss D was nder the Clancy law, she received a pension
...~ of 1% of her average salary for each year of credited service. There-™
.~ .. fore, her normal pension was'37% of her -average salary when she
. .retired on September 1, 1963. ) 7
 .Since she received ‘one salary differential but did not meet the
‘requirement for a promotional differential ' alary in her
case will be found in Table 2, Colurnn B. - ﬁcording to this her .
L ‘average salary on, September 1, 1963 was $8,755. Thirty-seven percent
St of $8,755 is $3,239; this was the nofmal pension part of Miss D’s
- -annual retirefgent allowance when she retired on maximum (witfout *.
. "'an option) -on September 1, 1963. It wou ve been slightly higher
-, if she had retired later that montiThe ‘calculation’ 6 i
* pension will be explained~in-the riext chapter. | | o
;- Miss D’s own contributions with interest provided the annuity
.+ part of her retirement allowance.- = - .\ - - -

" .7 ... NORMAL PENSION UNDER OLD LAW . . s
. Fora teacher who is not under the Clancy law the city generally . .
contributes an amount sufficient -to provide a pension of 25% of
" average salary when the teacher retires for seivice. (Fewer than
. ten percent of all contributors. are now under the old “pre-Clancy” / ‘
_r Example: Mr. E was appointed on February 1, 1922. He .- .
i, 1" = had no teaching experience prior to appointment. He has served
S N R continuously as a high school teacher. He had not elected coverage
* . under the Claficy law. If he retires in September 1964, how large -
. will the normal pension part of his retirement allowance be? -
B - Although Mr. E will have completed more than 42 years
& of service, his pension will be limited to 25% of his average salary
| ~+, becausc he had not elected to come under the Clancy 1% pension -
" law. Since he is a pre-1947 high school teacher, his salary is that of
& teacher with two differentials plus the promotional _differential.
- His average salary on September 1, 1964, as given in Table 2, Column ,
 E, will be $9,692. Twenty-five percent of $9,692 is $2,423. Thiswil = -,
~ be the normal pension part of Mr. E’s retirement allowance.. =

«,;‘ ‘mv“ . S | 24




HaerEelectedeovmgeundertheClmcth, normal
pennon, upon retirement in. September 1964, would have been -

#
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' ® 429 for 42 years to February 1964 mo 1% f
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TI'IE SPECIAl. PENSION—SERVICE RETIREMENT

e T T

| .'ASEXPLAINEDprewoualy,themtyhasbeenpaymgapaxtof'f' R
4 Veach téacher’s contribufions for him since July 1,"1960. During =~ - -
~ the first year (1960-1961), the .city aasumed the payment of 212%
 of the teachier’s salary. At present the cxty:spaymgS% of the salary
_for ‘the teacher. If a teacher’s normal contribation is 13% of his
g sa]ary thecntywxllpayS% for him; theteacherneedpayonly 8%.
+ -~ The city pays this in addition to the normal rate required to
furnish the teacher. with a normal pension. This additional payment
by the city, plus interest thereon, is used to'provide a special pension R R
 atretirement,* calculated in the same manner as the annuity farnished . ¢
- by the teacher’s own contributions. (This additional contribution by R |
- -the city, with interest, is referred to in the law as the “reserve-for- . o, - -
- mcruled-uke-home-pay” The pension resulting from this reserve = = .
- is called the “pemsion-providing-for-increased-take-home-pay.” We =~ - - S
.'haenmplymethcterms“speaal pensxonreaerve”and ‘speqnl" o e
", . pemsion,” respectively.) q BRI
o Theeffectofallthuu. | )
" (1) The teacher actually “takes home” an addmonal 5%.

o . N N . o . T s .. . . . ..
- O » N . . . - . LTS A NN .
- - N - . i . N . L . o - e N .ot B

AN B b S e R,

.0 hnnhryeverymonth and o

- (2) His ultimate retirement allowance w:ll be exacﬂy the
nmeuntwohldhavcbeenunderthehwrpnortolm .

- Examptc Teacher F’s annual salary is $8,400, or$700per
S mmth.l'lisnormal contribution is 12% of $700, or $84 per month.

._ 'Ihecltynowpnyl5%of$700 or $35 per month, for him; this
umaddmontothemy’snormalconmbuuon.'l'hetuchuneed
pay only 7% of $700, or $49 per month. .

o ,-mmwmtwmedwnn»muwnmnmummm&@
e ~ mutmwuduumaehuuﬁnd.(s”chwu.) _
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2085
. 3403
- 4106
. 4784
s

SPECIAI. PENSION RESERVE' FOR TEACHEIB

2309~

 TABLE 3

AT RETIREMENT

+O PROMO'I’IONAI. DIFF.

+ | diff,
N ‘

-

i

|Toacher

) ‘$1290
Com, 1834
2410

3012

. 3635 .
4205
4960
5663

I Teacher

+2dlff.

$l341
1912
2513 ¢
3138
7,

‘_4463

- 516k

4

1/ AV

| L " ; (‘Ruoivo-for-incruud-hh-homo-pay")
TEACHERS APPOINTED BEFORE JULY: 1947
(for teachers on maxitnum salary only) -

- PLUS PROMO'I"I. DIFF.

Teacher

1987
- 2499

3140 *

. 3006
“99
5220

070

’

.'.‘x"a.

+ | diff. |
o

L)

Teacher

+ 2 diff.

$1375
1966
, 2602

CINT.

3’“
78 .

30.

A

T TEACHERS APPOINTED AFTER JUNE 1947
RTINS (for teachers on maximium uhrfonly) .
W - . NO PROMOTIONAL DIFF.  PLUS PROMOTL DIFF.

'l'onllor . Teacher +  Teacher Teacher “ Teacher
b L difh -|-2dm - o | diff.

o+ 2°diff. o

e . .
- 1%r

Y

(2) The special ponsion

: .

C si12m4

2357
2930

N D

resetve
forsntial wil be somewhat smallor
© . Ne esee, the effective dete of

4783
- 8397 .

H
. $1329.

e

2457

- 3687

.29
B | 1)

poudonm«voofnhncbumwngumdﬁnouluydmonnﬂnl
. md!h)ofhnulcrydmmnlhk (for 60 credits) will be somewhat

J

s
3

- 3086
- 3687

ok -

$1357
1932

3100,
3834
4508

o7

sach of the columns above ¥, In llkuu.ﬂnoffocﬂn

s subsequent te July 1, 1960,
of a feacher whe was granted: the

tha
the

| dif-

n that shewn in Column D, E, J or K, Hf In
pmuoﬂonl differential lsubuqunl'h

X

.u{:,w‘n}:'v':rii:ﬁwr,:,;f‘-7';, ST e

Lo g

S

e




G el she o ai

ST N O

‘.'-5.

is an’ actual gam of $35 in nct pay to the tcachcr cvcry

month of that year. th, the amount -of his retirement allowance

" will now be the same" as it was under the former law when the
teacher ‘contributed the full 12% of l\u salary -

SPECIAL PENSION RESERVE

to make a corresponding adjustment of the figures in the- table.
- Individual calculationis of the special pension reserve will have to be

Tlus is zmpartant The statc law, under whlch thc c1ty pays

| a part of the teacher’s contributions for him, authorizes this planbut

does not mandate it. It is a temporary arrangement, sub]cct to renewal

Systcm Table 3 and the dlSCllSSlOll which follows are based on -this
_asumption.
At retirement, the wachcr receives a speaal pension (m addmon

B toanonnal penmon) nesultmg from the special pension reserve. The

calculation of the pension is the same as the caltulation of
the annuity resulting from the teacher’s accumulated contributions.
Table 1 on page 15, used to determine the annuity per dollar in the

in the lpeual pension reserve.

- _ The teacher receives an annual statcmcgt of thc amount in

. his annuity account. Tlnsvamount constitutes his contributions plus

- interest. But no such statement rclatmg to his special penslon is given’

. .. to-the teachér. Since the special pension comes from the. c1tys con-

.+ tributions, the teacher is entitled to benefits therefrom if he retires.” If
~the teacher should .die before retirement, his beneficiary would be -

. entitled to these additional city contributions, However, if the teacher

' resigns, he forfeits the right to receive these city contributions. '

“To aid the teacher on maximum salary to determine the amount .

of the spccxal pension reserve, Table 3 'has been constructed. This

... table gives the amount of the special pensnon reserve resulting from

~ the additional contributions made by the city since. July 1, 1960

"' on behalf of a teacher on maximum salary. The figures shown include-

~ ' interest at the rate of 4% for teachers appointed before July 1947,

. - and 3% for those appomtcd after June 1947. The amount of the

: .'speclal pension reserve on dates other than Scptcmbcr 1 can be
estimated. If salaries of teachers are increased, it will be necessary

madc for contnbutors othcr than classroom teachcm on maxnmum o

s“ P j

_annually or termination at the will of the city. However, it is reason- ’
~ able to assume that it will be a permanent feature of the Retirement .

anmnty fund, is also used to determine the specnal pensnon per dollar »
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- ‘case’ to find' the special

~ September 1, 1964 is $1,887. y
" ‘To determine Miss G’s special pension, _we turm to the annmty
S table on page 15. Since Miss G' was appointed before September

R 1943, we use Table 1A, Accordmg to this table, a- woman teacher.

. retiring at age 56 will receive a speclal pension of $.0770 per year

. for each dollar in the s pecial pension reserve. Hence, Miss G’s special

-~ pension- will be $1, 887 x:.0770, or $l45 per year. This will be

" "+ added to her normal pension; the sum is the .pension part of her

~retirement allowance We shall return to this example in the next

e ”chapter
‘"J*me WAIVER N ST R

Q‘

-

Examplc Mis G was appomted in 1930 and expects tu

_ retire for service in September 1964 at age -56. She received one

- salary differential in 1955 and the promouonal differential on’ July

-1, 1962. She has served connnuously since her appointment. How

g la.rgewxllthespeualpennonreservebennhercale?Howlargewﬂl

. thespeualpennonbe? . o
' Since'Miss G ‘was appomted before July 1947 and since her
. salary.is that of .a teacher with one salary differential plus the -

" promotional differential, Table 3, Column D will be used in her - -

‘pension  reserve. The f’gure shown for

The purpose of the arrangement whercby the cnty pays a part

of the teacher’s contribution—as stated in the law authorizing the -
. plan—is to provide the teacher with increased tak®home pay. We
. have shown that, while the city now contributes an ddditional 5%
++.. . of a teacher’s salary for him, the teacher’s own contnbutnons are -
. ,reduced by the same amount. :

" However, if a teacher prefers to cont:nue to pay his full rate of
contnbutlon, he may do so. In this case, he must sugn and file a

~ paper that provides for walvmg the reduction in his rate, His own.
- ANNurTY fund will then continue to increase by means of his full
- contribution. The city’s contribution of 5% of his salary will continue
‘to be paid—as for all other teachem. This 5% contribution will, at
| ,letlrement, make the pension part-of his retirement allowance larger.

Example Let us-‘assume that Teacher F (page 26) filed

| a waiver of reduction of contribution. Accordingly, the contribution
" to his annuity fund would be_continued at the full rate of 12% of

" his monthly salary ($700), namely, $84 per month, even though

¥ 5 : : . . . . \
. .- . - i N o »
v h e e e . . . . ..

*the city pays 5% of $700, or $35, for him. Since he is paying the
- full 12% rate, the teacher will not receive any addmonal “take-home”

*
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p.y. Hismtnrementallowance will‘be'largér_bec'al'lse .off‘t,he 5%

additional conitribution made by the city towaxﬂthelpecxal pension -

reserve. -

It should be added that the teacher, who prefers to pay his

forong~ywonly._ .

- foll rate, must file the waiver each year, since the, waiver i binding

. "SHALL | FILE A WAIVER?"

' 'This question is equivalent to asking, “Shall T mcrease my rate -

ow, or later on during his years of retirement.

.. He must consider his present financial requirements, as well
- a8 his probable needs after retirement. If he prefers more takéchome .
- PRy, he does not file a waiver. If he is willing to do without additional

take-home pay now, in ordér to insure a larger retirement allowance,

he files such waiver, - R o
~ Those who are willing to forego the additional “take-home”

. ey, in order to accumulate a larger annuity fund for fetirement

be an advantage. jn using an ‘alternative method of achieving the

. of contribution?” The question can be best answered by the teacher
himself. The teacher must decide whether he ‘wishes more income

""" purposes, may file a waiver, but do not have to do so. There may

same result, namely, by simply filing a change-of-rate blank at the

' Rgﬁrement Office.

' He may thus increase lus official rate by ;3%‘ }' of' 4% or

‘A - 5% as suits his conivénience. This new rate may later. be changed
by filing another change-of-rate blank. A waiver can be filed or

 discontinued once a year (usually in June). -

- However; a teacher who decides to fﬂe,aj'g:hangééf4r5te blank

 should be mindful of the fact that once a rate of less than 15%

has been officially increased by the .teacher to a rate higher than

- 15%, it may not be possible for- the rate to be subsequently reduced
.~ to the former rate.* . T '

* X ’
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‘THE RETIREMENT ALLOWANCE- .~
- 'SERVICE RETIREMENT .

. o )‘.
L]

{ . THUS FAR, we have cxplained how to calculate the separate
§ -V parts of the retirement allowance when a teacher retires without
., described through the solution of two typical problems. | -
. Example 1: Consider the case of Miss. G (page 29). The
pertinent facts in her case are as follows: o S
- .. She was appointed in 1930 with credit for two years of prior
. service. ‘She expects to retire -in September 1964 at age 56 .on
| completion of 36, years of credited service. She reccived one salary
. differential in 1955 and the promotional differential on July 1, 1962,

"an option. In this chapter we shall review the procedures almdy:

. She served continuously since her appointment. She will have $31,000 |

. ,*, in her annuity fund on date of retirement. She elected Clancy coverage
' in 1951, How large will her wetirement allowance be if she retires
.~ on maximum, that is, without choosing an option?

§ »~Since Miss G was appointed before September 1943, her annuity
& Vill B obtained by using Table 1A on page 15. According to this

{ ~ table, a woman-teacher retiring at age 56 will receive an annuity of

$.0770 per year for each dollar in her annuity fund, There will be

- v -, $31,000 in this fund upon retirement. Hence, Miss G’s annuity will
~ be $31,000 %0770, or $2,387 per year for life. o |
© - Since this teacher has received one salary differential and the

| .. promotional differential, her average ’

"y~ be $9,292 according to Table 2, Colutan D on page 22. Mis G
' - is under the Clancy law. Hence, for her 36 years of credited service
- she will receive-a normal pension of 36% of $9,292, or $3,345
. With the aid of Tables 3 and 1A, Miss G’s special pension -

was found on page 29 to be ?45. (81,887 x 0770 = $145.)
| ) S

¥

salary in September 1964 will




. o The sum of ‘the normal pemion-”aﬁd the special penaion i the

- She receives this annually for life.

. full credit for retirement purposes for all city service. Hence, Mr. H
. prior service credit of nine years. He will thus be eligible to retire

- hence he will complete 30 years of total service on September 6,

o differentials and the promotional differential.

o aon et n e y - doden.

e

yo-

B pension part of the retirement allowance. Hence, the pension part B
of Mis G’s maximum retirement allowance is the sim of $3,345
- and $145, or $3,490 annually for life. : T

. ... Her maximum retirement-allowance is the sum of the maximum
. pension and the maximum - annuity, $3,490 p]us 52’387’. or ’?’877'

'+ Example 2: Mr. H was appointed as a high school teacher e
~on September 7, 1944 with prior, service credit for two years as i R
& substitute teacher and seven years as an employee in the New

- York City Department of Hospitals. He served: continuously since _

~ his appointment. He was born on May 8, 1908. He clected coverage e
- under the Clancy law in 1951 and under the 55-30 law in 1960. , = : SRl
He has been paying at a rafe sufficient to guafantee him a pension - .

. of 1% for each year of service-under both of thesé Taws. It is estimated -
- that he will have accumulated $28,000 in his annuity fund on
:September 1, 1965. He will become eligible for service retirement on

. September 7, 1965. If.he should retire on that date, what will his - . " o
- maximum retirement allowance amount to? - I PR PR
. Firstrlet us make two observations from the given data: T
4 (1) ‘Under the Teachers’ Retirement law, a teacher reccives

N S

‘received full credit for his seven years in the Department of Hospitals.
‘ V'Ihqe,scvenyearsandhi,itwbyeam“asubsﬁtutcgiwhimatotall
. under the 55-30 law 21 years:after appointment provided he will . . . . .
~ have reached age 55. He was appointed on September 7, 1944; .

+ 1965. Since hetattained age 55 on May 8, 1963, he will thus be
. - eligible to retire for service on September 7, 1965. o
- (2) Mr. H was appointed to the high schools prior to July
-1, 1947. Hence, under the rules of the Board of Education, he is

.

entitled to the maximum salary of a teacher who received two salary -

: “Now let us proceed to find the maximum annuity, normal
- pension and special pension in that order. : o
~~ Mr. H was appointed between September 1943 and June 1947, |
- Hence, Table 1B will be used to determine his annuity. His age on »
" September 7, 1965 will be 57 to the ncarest birthday. According -
- to Table 1B a man, age 57, reccives an‘annuity of $.0817 per year
- for each dollar in his annuity fund: With $28,000 in the annuity -

fund, Mr. H’s annuity will be $28,000 x }'.0817, or-$2,287. per year.

L
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anmuity) is $3,250 phis $2,287, or $5,537 anually for Hie

s .

.. average salary of $10,127 on § ptember 1, 1965. Hence, Mr. H’s
~, normal pension will be 30% of $10,127, or $3,03873nnual’ly. E

ren

- '7 . " To determine his special pension, it is necessary to obtain the
- . special pension reserve in his case. Table 3, Column E indicates -
~ that the special reserve will amount to $2,602 on September 1,..

1965. To determine the special pension from the special pension

+~ . Feserve we turn to Table 1B, the same table that was used to find -
. H’s annuity. With $2,602 in the special pension reserve, his special
. pension will be $2,602 x 0817, or $212 per year. o
~ The pension part of the retirement allowance (sum of noimal
- pension and special pension) is $3,038 plus $212, or $3,250 annually. o
*~ The maximum retifement allowance (sum of pension amd. , = .

+  Thus, with the aid of Tables 1,'2 and ' 3, it is not difficult for a =

teacher to- determine his own retirement allowance' when he does. |
- mot choose an option. The chapters immediately following deal with
. the calculation of the retirement, allowance when an option has been

33

R : a To determine Mr. H’syhdrmﬁal-pc'mibh,vit‘;is necas‘aﬁ to obtain X
. his average salary. Table 2, Column E indicates that a teacher with
~ two salary differentials plus a promotional” differential will have an

'
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.. RETIREMENT OPTIONS

" . N\A/HAT OPTION shall I choosc?” “Which s the best option

¥V for me? “How ‘much will it cost? Questions like these

- Opmon I. This option guarantees that all the money- paid

..., by the teacher during all his teaching years (including interest) and

. all'the.money paid by the city for the future pension shall be paid
- to the teachier.or to the beneficiaries. =~ R

. Example: Teache |
" tributions and interest- ainount to '$25,000; the city’s payments for
-the future pension are $30,000.. The total guaranteed reserve  is

B $25,000 plus $30,000; or $55,000. A retires on $5,000 yearly. Suppose

- was for $55,000. Hence, the difference between
" or $35,000 will be paid to the beneficiaries.

- guaranteed amount of $55,000, the beneficiaries would get. nothing.

 he lives. = e | | |
. . OptioN II. Under this option, the teacher provides that, upon

" his death, the beneficiary, if he has survived, will receive the same

| ‘monthly payment for Tife that the teacher had been recciving.

_ for the remainder of her life. )

o “naturally occur to a teacher contemplating retirement. We shall
- ‘address “ourselves to the problems implied in these and similar

o "ifhc,épﬁons' airéﬂéblc to a teacher who retires are as follows:

[éacher A retires under Option I His own cen-

. Of course, if Teacher A had lived long enough to'vrcc'eivc' the i ‘

. A, however, will continue to reccive $5,000 per year as long as

- Example: Mr..B retires under Option II and reccives $350.
" monthly for life. He had named his wife as beneficiary. When Mr.
B dies, his wife, is she is alive, will continue to receive $350 monthly '

- he dies four years after retiferfiétit. He hqs‘i'éééivcd,$5,000 for each
. of 4 years or.a total of $20,000. However, the _og‘(%qalfguarantec o

R A
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" ., Opmon HI. This option is similar to Option II, except that
the beneficiary will receive each month only one-half of the monthly
-amount that the teacher had been receiving. R

..~ .. Example: . Mrs. C-chooses Option III and names her husband .

- as. beneficiary. Mrs. C receives $400 monthly for life. Upon her

& death, Mr. G, if alive, will reccive one-half of $400, or $200' monthly

asbngas he lives. L e

R , . OpmioN IV-a. This option is similar to Option III, except -

: . 'that the beneficiary will reccive only one-fourth or one-cighth of -

"+ -the'monthly amount the teacher had been receiving. R

.. OpqioN IV-b. Under this ‘option, the teacher provides. that -
" the beneficiaries shall, upon his death, receive a fixed lump sum.

.= " Esamgple: -Teacher D retired and stipulated ‘that, upon his =~ =

- death, $12,000 shall be paid to his daughters. D died after 15 yeass. . .

- -Bach-of his two-daughters received $6,000. - T
. OpmioN IV-c. This option is best explained by an illustration.

- Teacher T retires under Option IV-c. His pension is $2,500 and his
- annuity $2,000, His axnurry reserve (his own contributions with

- H

~ interest) is $28,000. ‘T dies three years after retirement. : B
- £ .- Under Option IV-c; we subtract, from the annuity réserve or -
'+ $28,000 twice the\annual annuity for each year of retirement. Here -
_- - the annuity was $2,000 yearly. Twice $2,000 is $4,000. For 3 years
« - at $4,000, we have $12,000. This amount, $12,000; is subtracted

~ from $28,000: Hence, the benéficiaries receive $16,000. R
.~ Note: ,.Options’I, H, IIT and IV-a may be chosen on the '
. pension part only or on. the ‘annuity part only or on bath parts.

- Options IV-b and IV-c may be chosen only on the anNurrY part.

~ SELECTING AN OFTION o .,
- 'The choice of\_anj option depends on many facts. The most
- significant of these are the health of the teacher and. the general
- span of life in his family. Other clements that should be considered
- ' are: ‘outside income ‘of the teacher, his real and personal propérty,
social security, insurance on his life, income taxes on his retirement
. allowance, future needs of the teacher, .the terms of a will written
- by the teacher, his obligations to members of his family, and the
=% health, history of longevity and financial condition of his bene-
" - Based upon available information, an ‘option which appears
- at the time of filing to be suitable fog:the particular teacher may
" be chosen by him. But there is no ass

¢ that the option selected




. B *
.

w:ll actually prove tosbe thc most advantagcous, exther to the tcache‘a - R
or to his béneficiaries. This is due to the uncertainties of life. PO e

A teacher’s final choice of an option' must be made prior to

~ : the ‘date he retires from service; thereafter, the option cannot be
changed. In Options I and IV-b and IV-c, the beneficiary may be
changed by the teacher even after retirement. In Optlons II, III and

: IV-a, thc bencﬁcnary may not be changcd after retlrcment

| 'v'OPTlON FAC'I'OR s ' | B
' " When a, tcachcr retires under an optlon he makes provision for
- beneficiaries. His ow: original (maximum) retirement allowance will
be reduced in order to“pay for the benefits provided by the option.
chcc, the pnce that the teacher must pay for the option in the form
* of a réduction in his retirement allowance is an unportant considera- -
tion in choosing-an option. AR S
o If a teacher does not select an optzon, he is said to vetire on a L
, 'MAxmuu relirement allowance; in this case, upon his death al R
payments cease—not even lus own conmbutzons can be refunded to o '
»lus estate.; o , a _ DO

N

Whethcr a tcacher selccts an optnon or not, the actuary fust,« =
calculatu the maximum pensxon and the maximum annuity. o - 0
I an option is cho%n, the maximum allowance is multiplied T
by a decimal called the Option Factor in order to obtain the teacher’s ’ o |
reduced allowance. This factor depends on the particular option
selected and on the age and sex of the teacher; in Options ‘1I, IIT
~and IV-a, the factor also depends on the age and sex of the bcneflcmry. :
-~ The option.factor for a teacher appomtcd on or after July 1, 1947 is .
less favorable than the correSpondmg option factor for one appomted

*. * However, when a teaéher retires on maximum allowance and dies within’ 30S
:'  days after the date of his retirement, the beneficiaries or estate will rec i
\}

. the accumulated contributions of the teacher 'and a death benefit f
«* city. This is also true for a teacher who applies for disability retireme-;t’
: ‘dxel within' the 30 daya followmg the date of fxlmg the apphcauon for

tetnrement

a
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_ OPTION I-SERVICE RETIREMENT -
 BENEFIT PAID AS A LUMP SUM - .

i
J

| OPTION I on the full retirement allowance guarantees to the
. ™ bencficiaries (or estate) the amount in the annuity reserve and T
- the amount in the pension reserve, less the sum of monthly payments * . .. o
‘made to the teacher from the date of retirement to the date of his : S A
. The annuity reserve consists of the teacher’s own contributions . .
- with interest. The gension reserve is the sum set aside by the city to IR e
-~ meet future pension payments* ‘of the retired teacher for life. The -
annuity reserve and the pension reserve comprise the fotal reserve. BT
This & the, initial insurance under Option I. The initial insurance e
is reduc:(koh month by an amount equal to the 'monthly payment .~ - T
. to the retired teacher, and upon his death the amount remaining B
~_in ‘the-reserve, if any, is payable to the beneficiaries. - B
"o After the reserve has been exhausted, the teacher continues to e
wpon.

. " receive his monthly p'a'yments-.fol,"the' rest of his life. However,

" his death, no payments will be made to his béneficiary, - - et mr g e

. OP“ON' ON THE ANNU'TY o : - S | R . B | | | o
- Ifa teacher selects Option 1 0?'. the annuity o‘:’dy, he takes his DT :
maximum pension and a reduced annuity. This option is obviously - R S
less expensive than Option I on both pension and annuity. In the L
case of Option I on the annuity, the beneficiary is guarantéed the : o Lo -

AEs

- amount in the teacher’s annuity reserve only, less the sum of annuity
- payments made to the retired teacher. | C : S
- This option is often chosen by a ‘teacher who wishes to make
* Pension ‘ﬁMnu to a retired teacher include both the normal pension and - ‘ e
. the special pension that results from the city’s additional 5% contributions. B e

37 . /.‘ ~ : . ' & N
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: ’% o cmam that the amounts that- he, lumself has conmbuted through S e
E theyeen,thhmtereet,wxllbepmdafterhnreumnententherto : L e
b hmuelfmthefonnofanannmty,oruponhndeeth,toamember S S
: - of his family (ortoluseetate)
,@ . . OPTION ION THE PENSION |
' i | 1If a teacher ectsOphonlanthepennononly,hetakesa R R
= freducedpennonandhumammumannmty In that case, the bene- R
: ficiary is guaranteed the amount in the pension reserve only, less the IS T
S T mmofpcmonpaymentsm.adetotheremedteacher
R T S R This option is rarely chosen. If a teacher wishes to retire under
o - Option I on one part of his' retirement allowance, it is generally
- recommended that he choose Option I on the annuity, rather than .. .
onthepemon.BecauseofthemethodusedbytheRcﬁremeﬁtBoard o
to calculate the pension reserve under Option I, it is generally more ° B
. favorable to the beneficiary if a teacher chooses Qption I;on the L
annmty only rather than Optuon I on the pensxon only : S .
© REDUCED ALLOWANCE UNDER OPTION | -
- Table 4-Kpage 40) will enable a teacher to figure his reduced
penslon or annuity or-both if he retires for service under Option L. O
S | 'Iheteechermustﬁxstcalculateh:smammumpemonand S
T T S : T maximum annuity. He then multnphes the maximum pension or - . o
b U maximum annpity or um retirement allowance by the ap- - .' T
S propnate Option I factor given in “Table 4. The result is a reduced ST
-« .- .t - pension-or reduced annuity or meduced renrement allowance under’c
| e T OpuonI - .
A N ST - Example 1: M. 1, age 55 is enutled toa reurement allow-

S aneeof$5,000peryeanfsheretnreebnma:nmum Shewaeappomted
R m 1930 ‘What will she receive under Option I? " |
“Table 4 shows that the Option I factor for a woman of 55 fj-
who was appointed before July 1, 1947, is .8798. Mrs. J's maximum
allowanceofss,OOOmustbemﬁluphedby 8798, The product is - - .
. " $4,399. Hence, Mrs. J will receive $4,399 yearly for life under R
‘ Opuon L ST e
R " Example 2: Mr K appomted in ‘1948, expecu\o retu'e at et
age-65.- A-unnngthathlsmammumrenrementallowanoewnllbe'% o S
: 37,500, what.wnﬂ he recéive-if he’ chooses Option I? el ’
- ‘Table 4 gives .7220 as the Option I factor for.a man of 65 A
- .1.-_; who was appointed after Jupe 30,.1947. It was assumed that Mr.
K’l maxnmun retlrement allowance wxll be $7,500 yearly 'l'hemefore,

3 iy
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. his reduced retirement allowance under Option I will be $7,500 x -
3 .. 7220, 0r ;5,4-15 annually for life. [ .

.- The pension reserve and the annuity reserve constitute the
- Total Reserve. This is the Initial Insurance under Option 1% The :
- teacher considering  retirement under this option is interested in
.. knowing the amount of this initial insurance, and how lohg it will
~ take for the insurance to be exhausted because of payments made to
* him after he retires. ©= = S o~ R L
- . The pension reserve is the sum set aside by the city to meet T e
‘future pension payments of the retired teacher for life. These pension - '
- payments, we learned, are composed of two separate parts, the normal o
- pension and the special pension. The normal pension reserve is
- obtained by multiplying the teacher’s maximum normal pension by
the appropriate multiplicr given in Table 5 (page 41). = S .
. . The special pension reserve consists of the additional contribu-- -~ -7
~ ‘tions, with interest, made by the city for the. teacher since July 1,;, . . ~_°
. 1960. The special pension reserve for all classrooim teachers who will ! L /7
. wetire before 1971 can be obtained dirctly from Table 3-or can be
~ estimated from thé figures given in that table, Individual calculations
. -of the special pension reserve will have to be made for contributors
-+ - other than classroom teachers. The ;[pqngion reserve, which consists
" of the sum of, the normal penision reserve and the special pension
 reserve, is the initial insurance if the teacher cliooses Option I on
the pension-only. . - |, SR ¢
" . The annuity reserve, which co ists of the sunis contributed by
. the teacher with interést, constitutes the initial insurarice if the teacher
chooses Option I on the annuity only. . ‘ .
" As has alréady been stated, the of the pension reserve and -
- the<annuity reserve is the initial i nce if the teacher chooses
- Option I on'both parts of the retirement allowance. o
Example 1: Mrs. L was appointed in 1933. She retired in
- September 1963 when she “was 60 years old. Let us make the
" {ollowing assumptions in her case: ‘The annuity reserve (her con-
- tributions with_interest) was $30,000; the special pension reserve, :
.-$1,318; her maximum gnnuity, $2,562; ber maximum normal pen-

| sion, $3,826; her maximum special pension, $112; and her maxingas N
, retirement allowance, $5,500. If she fetired ander Option I, (a) i -
® Whea we speak of Option I, we mean Option T on both pecsion nand aomdy, % k
| o ® |
el - N
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2275 OPTION | FACTOR

- B TN 8083 8923 . - 3783 8708
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whit does she receive per year, (b) what was the amount of the
initial insurance, and (c) how much will the beneficiary receive
.. if Mrs. L lives just 5 years after retirement? - S
o (a). To obtain the reduced retirement allowance under Option

1, tun to Table 4 In the column for teachers ‘appointed before:
- July 1947 the Option I factor for a. woman of 60 is given as .8535.
" Multiply the maximum retirement allowance, $5;500, by .8535. The .-

....

$30,000. Hence, we need only find the pension reserve.

' The pension resefve is the sum of the normal pension reserve
and the special pension reserve. The normal pension reserve under -

..

Q

LRI Service Refirement

’ Agoat i-‘l’uc‘h«,Appi'd‘ : -ﬂceh»Abﬁf‘d' “ . _Age at .
Retirement . Before July 47
o . ~Men Woman © = Man Woman
. I - Bl29 89 : 7832 - 8783

o

N | - 8107, 8960 0 . 7810 8744

§3 7 .8086 9883 T84 858
54, . - 8026 4;’4: _ 7125 Sell
[ T .Jds 8 = J693 8564 .
N Y J9%2 8781 7658 8510

s B - I T S+ :
Hea T s e o

-6 1708 8409 J392 8138

B R J28 7991

B U 7 SN 1T " L7220 7903

e . w2 s 7160 7830

s R, TV S 7093 7747
. 7276 e L6950 LTseY .

700 J207 7% . 681 418

] n ~ JI28 69N ' b8 7383 -

e T ETTTETEY Y

At
;

- product is $4,694. Hence, Mrs. L’s reduced retirement allowance .
~under Option I is $4,694 per year for life. IR
. (b) The injtial insurance is the sum of the pension reserve’
~ and the annuity reserve. It was assumed that the annuity reserve was -

Aftor June 47 ° Retirement
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Opuonlufound by muluplym the maximum' normal pension, . B
" $2,826, by the multiplier gweanable 5for a woman of 60 who =~ IO
‘was appointed before July 1947, namely,\ll 392, The product of =~ ' » g
$2,826 and 11.392 is $32,194. This is the normal. pension reserve o
- under Option I. The special pension reserve is givén as $1,318. The : B AP
| »totalpennonrelerveuthesumof$32194and$l$18 or $33,512. L e
A Tothepemonresewe,$33512 we now add the annuity reserve, o
$30000 The sum, $63,512, was the total . reserve, or the mmal | o S
zmrancc under Option I.. A SR
(c) After her- retu'ement, Mirs. L necexves $4,694- per year. - .
for c. If she lives five years, she will have received $23,470. Option . " B
1 guammeee to the benefic:ary, the amount of the total reserve,
. MULTIPLIER FOR FINDING . i o f o
NORMAI. ‘PENSION RESERVE UNDER OPTION l T o
CAgeat  Teacher Apptd " TeacherApptd Agest. T
Mer:mm l.:fore.:l;p:1 R Anf:uhn:p:7 ‘Rd’k:moui : T o
o Man  Womaen . Man  Woman
AN 109% 14074 - 12052 (5497 50 Lo
N 10862 - 13.837 . 1885 18397 T
S T 10720 13884 ¢ 10700 L us0M 0 &2
3 10568 - 13345 SR Y - Ty Y 8
“ 10406 13.089 1328 14442 5
C X 10234 12826 " ILUT 14437 - 58
5 10083 125856 10900  13.806 6 .
N COUesel 12277 10470 13466 57
. 90 119% - 10433 13009 58 : .
R S 9450 1A 1086 12764 ] . :
AN I ‘9233 - 11AR - 93l 12402 N :
e 9.008  11.000 C a0 12002 o :
o a4 10761 . 9400 10486 2 - B
6 83 10434 225 11294 It ;
- 82 10101 0846 10807 - “ |
.. 0044 - 9743 * 0564 10497 .68 ;
% 712 4 8218 10104 % ; v
o 1839 - wom B L ] o
.8 22 M2 . ; wie o :<
» 7024 838 415 098 "
70 T6T64 0043 S 126 ese2 , 70
[ . 0804 -7.702 B Y T A YY) 7 ;:
n - T o547 178 n” ;
- o |
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363,512,le-theaumofpaymentatoMrs.ii, $23470 Thebene- S P
fiaarywnllbeenntledtothednfferencebetween$635l2and$23470 S S
or $40,042, f
o - 'To find how long the total reserve (msurance) w:ll last, we
dmde $63,512 by $4,694.c The quotnent .is 13.5. This means that
.. the insurance will be exhausted in 134 years. No benefits can be
o pud to the beneficiary if Mrs. L lives more than 13}, years after =~ =
- % retirement. Mrs. L, however, will receive $4,694- each year as long. . -
"7 asshe lives. : ST
.S . - Example 2; Let us assume that Mrs. L. retlred under Optnon
- Ion the annuity and maximum allowance on the pension. (ay What
= is her annual retirement allowance? (b) What was the amount of
" the initial insurance? (c) How much will the beneficiary receive if
‘Mrs. L lives ten years after her retirement?

7' (a) Since Option I was taken on the annmty only, the Optnon .
I factor, .8535, found in Table 4, apphes now to the maximum..
oo - annuity ‘instead of to the maximum retirement allowance. Hence, : -
‘- we multply the maximum annuity, $2,562, by .8535. Theé product co ‘_
e, ls$2187 This is Mrs. L’s reducedannmtyunderOpt:onI ' SERPINDUR .
Mrs. L’s maxithum pénsion was not affected by, this choice of RN
: optnon Hence, her pension- mmmply the sum of hei maximum normal ~~ -~ -
" pension, $2,826, and her maximum special pensxon, $112. The sum -
of $2,826 and $112 is $2,938; this i is the pension part of her retire-
ment allowance. Her total retirement allowance under the option is =~
_ the sum of the maximum pensiori and the reduced annmty, that is, o ",
‘ . $2 938 plus $2,187, or $5,125 yearly for life. - |
o ( ) The annuity reserve (Mrs. L’s accumulated contnbutnons) o
SR E was given as $30,000, This was the 1mtlal insurance, since Mrs. Lf_t
ehose Option I on the annuity only. - ¢ R

4 B KRS A

i

g AR

(¢) The-initial insurance (annmty rescrve) was $30000 Each IR P -
yeer the annuity part of Mrs. L’s retirement allowance is $2,187. If  ° - T
she lives only ten years, she will have received from the annuity - I S
- reserve ten times $2,187, or a total of $21,870. The beneficiary will o s
, then receive $8, 130—the difference between $30,000 and $21,870. © - ’ o
i | ' How long will it be before the ahnuity reserve is exhausted? SRS S o
| ~ We divide. the original ;annuity reserve of $30,000 by the annual -~ | - B

" annuity of $2,187. The result is 13.7. This means that the annuity -
> reserve will last 13.7 years. After 13.7 years from the date of Mrs.
* L’s retirement, no benefits can be paid to the beneficiaries. However,
~ Mrs. L will continue to receive her original, reduced retirement allow-
anee “of $5,l25 even if she lives to age 120.

|
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' THIS IS MOST IMPORTANT FOR TEACHERS, IN ACTIVE SERVICE:

. To protect his dependents in the event that an emergency retirement '

. becomes necessary on account of serious illness or, accident, every
- - teacher who has dependents should have Option I on file at the

- Retirement Office. Before retirement, the teacher. may change Option

- Lo any other option or to maximum retirement allowance. -

" H the teacher at any time wishes to change the designation of a

-, beneficiary to reccive the benefits under Option I; he should file a
retirement.

-

new Option I form y@rithbut_dela'y._ This may be done before or after

e b
N . .
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" OPTION I-SERVICE. RETIREMENT -
, _B‘E.NEFIT PAID AS AN \ununv o

SET W

v e e s o v e, g < 2t gy

| AN AMENDMENT to the Reurement law enacted in 1962 gives .|
- a teacher who retires under Option I and his designated bene- = . |
'ficlary an important right previously not available to them. : T DR

"It will be recalled that Option I guarantew to the beneficxary ’ |

o the amount in the annuity reserve, the pension reserve, or total ’ a
reserve, LESS the sum of monthly payments' to® the retired teacher. ! E

' Formerly, the balance in the reserve under Option I could be ';' b

- paid to the beneficiary only in the form of a lump sum. Under the
" 1962 amendment, the teacher may elect to have the balance paid
 to the beneficiary either as a lump sum or in the form of monthly e

annuity payments for life. The teacher: may make thls election at- SR TR

any time before or: after retirement. - 3 s
_ If the teacher hag named a_ beneﬁclary to receive the beneﬁts- Coon
. - . under Option"I, but has not elected to have the_ balance in the =~ IR

 resetve pald fo his bencficlary in the form of an annuity, the bene- |
| :,iiiﬁi-‘ffiaary, upon the death of the reured teacher, may elect to receive . . - N
© - the money as an annuity for life. - e e
~ .On the other hand, if the retired teacher has elected to have I X
_ - the ‘benefits’ under Opuon I paid to his beneficiary as an annuity,

- the beneficiary may not receive these benefits as'a lump sum. There
_ is one exception to the right of selecting an annmty If the balance

~ *in the reserve at the time of death of the teacher is less than $10,000, L S
- payment to the beneficlary will be made.only in the form of a o b o

. lump sum. .

B If two or more bcneficlanes are named to reccive the benefit o
. under Option I as.an annuity, the balance in the reserve available

+ . for cach must be at least $10,000; otherwxse, each benefiaary will . o
recelvealumpsum . , ‘ | ) S R I

¥ , A
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- g e SOME ADVANTAGES A | ' S
o - ‘This new right to have the balancc of thc rcservc under Opuon‘ o
g pa:d in the fonnofanannmtylswpecmlly important in the case, = | S
. . . ofa beneficxary who is incapable of handling large sums of money: - = ¢ = - .
‘4 .. judiciously, or in the case of a bcneﬁclary who nught be exploited RSP B - _
LEL by unscrupulous persons. A ;
3 o This right now bccomcs even ‘more 1mportant in the case of a S .
" ‘teacher who dies in service under the provisions of the “Death
1 .. Gamble” law. (See Chapter 19.) In thiscase, the total rdserve payable -
I to the beneficiary is usually morethan $50,000.
. - .. It'should be kept in,mind that, where an annuity is chosen for a
i , A‘beneficlary, should the beneflclary di¢ after the death of the teacher, =~ /
% ‘' no funhcr paymcnts can be madc to anybody. : o
i CAI.CULATION ©OF ANNUITY TO BENEFICIARY: : ‘ Lot
- The new Opnonllawprcscnbesthat the tablctobeused to A L
-~ ‘calculate the annuity to,the beneficiary under this option shall be e T UL
L ‘the same as that used to‘calculate the:annuity payqble to the bene- \,\ Pl v, g
. - ficiary under Option A. (Option A provides that, in the eventof 2 =~ . '
¢+ {1 teachers death before he becomes cligible for service retirement, his [ 3 _
E R DA accumulatcd contributions, or death benefit, or both, shall be paid in A R
il = < the form of an annuity to a designated beneficiary for life.) The S
V1. table used-to determine the annuity to the beneflaarymnder Option R
¥ . Ais Table 24 in Chapter 18. Table 6, given beldw. to facilitate - v :
i - the calculation of the anmuty to ,the beneﬁclary under Optlon I is . 1
7 identical -with Table 24. : - ‘
.1 -+ 'The annuity to the beneflclary wﬂl depend upon the sex and
F . age of the beneficiary at the time of death -of the retired teacher.
It will also depend on the amount remaining in the teacher’s reserve RS
. - at that time.' The figures are less favorable for beneficiaries of three =~ =
b . - -percent contributors (those appointed after June 1947) than for bene- D
.4 . ficiaries of four percent. contributors (thosc appomted bcfore July B o
' 1947). - ot P fo
: ‘Table 6 will enable one to determine the bcncflclary’s yearly - T Z o
annuity for life; beginning on the date of death of the teacher. The = = |~ ) e
" balance in the reserve available to the beneficiary is multiplied'by
. the appropriate Option A factor gwen in the table. The mult is the SRR
SR s annulty ‘payable to the beneficiary. .
N Example 1: Mr, M was appomtcd in. 1920 Hc rctu'cd in v
R 1963 He selected 0pt10n I, naming his wife, age 58, to receive . - | .
the benefit under the option in the form of an annuity. His total - SR

o reservq (anmnty rescrvc plus pension rescrvc) on datc of retirement

s.;gz a . .
[ )
' B s
45 " x
IR - L A % .\
L]




Coeman .

P et e e .

R R OP‘I'IONAFACTOR L
R IR ANNUITY PER DOLLAR PAYABLE TO BENEFICIARY B
B * UNDER (OPTION A, OPTION |LAND OPTION IVH R TR

S T T ‘l'uclmAppf'd R ‘l'uelmA ptd ‘ _
BT SR TR U L o Before July 1947 AﬂorJuno l947 . .'_..gﬂ S S
o ‘ ~ . Ageof - Beneficiary © - . Beneficiary o oof TR
. Boneficlary = Man Womn* o ©  Man “Woman lo f‘ehry P
b 0509 . 0495‘,' T 0433 o418 ‘25‘ T x
o Y 30 .- 0831 0513 0486 0437 .30 : S |
I s 0569 v 0536 - 0486 o461 38 S T
BTN S % oS 066 0523 o2 o DU o
e 0814 0580 - - 0541 0507 € - .
ST M o8 05% 0562 0523 4 |
| 4 0656 0614 0584 0541 S ,
- 80 . 0709, 0856 . 0637 0584 50 ‘ ' ‘ T s
B o B o s  oesg 009 . g2 TN
co e e o oees - 0636 ' .0523" 8 K Co |
SRR SIS St TN 4 . oms o109 .-.0705\.0537 o 54 |
N 079 0724 . 0724 os63 - 8B T -
oo 86 omr oral _'~.o74s 0669 86 L S |
s e o7 om7 oses 0 g 5 o SR
5 - om2 078 . 0791 0705 s -
0843 0745 : O

‘fm:m-'4‘

e

0871 0787 6l Lo R .
6 0934 0816 = 43 B
65 ‘ 1007 0871 65 T
67 JA163  .1007 - - 1090 0934 : 67
68 4209 - .l042 C W36 0969 68 ,
S B 2 <289 079 . uss . .i0o7 S
S ' . 033 .20 T .1239 ., L1047 - 70 R
. i o " , L ,
/]
73
74
7‘«
7%
”
)
79
80

B

.

L3700 63 . 12977 l1og0 e

oWM32 209 1359 - 1i3e 7
M99 259 425 800 73 '
WI572 313 . L 497 L1239 S 7t ' 5
1660 370 575 L1297 B
C eI a2 - 1es9 359 vpp ’
o 825 499 1749 - l42s 7
R -T2 RN | 7 B P B S
© 2030 1650 - - 1954 -..|575 .79
2145 734 2068 1659 . 0

S 219 a9

4
[
]
~
o
o
-
]
o
[ ]
-
oy




S, « « L T s .
: , v e . T sr N . . .
! ‘ . i [y . L . 3
‘. .

iAo 0 e L s & 85 Rk e VK | et fosss s ot an

PRI S amountpd to 360000 Hxs retu'cment a]lowance under Opuon I was e
BRI &4800perym,Hed1cd5yearsafterhlsrcurement Whatwasthc' LT e
e, -amount, of Mrs, M’s annmty’ . SR o
DI S . Mr.'M received 5 x $4,800 or $24-000 dunng thc five years . -

ST hc hved after retirement. Hence, the balance in the total reserve at T
L T e ‘* the time of his death amounted to $60,000,Jess $24000 or $36,000. L e
. " .7 . . ‘When Mr. M.died, his wife was 63 years old. Table 6 shows . . .
R R that, if a"woman age 63 is the beneficiary under Option I, she will | R
.- 7.y receive an annuity of $.0887 for each dollar in the. balance of the oo LN
.« T <7 7 reserve payable tohcr.‘chcc, Mrs. M’s annmty forlife was $36000 = -
oL e e X 0887,.or $3,193. ' o
T 4 - "If Mr. M had not elcctcd -0 -have thc bencflt und* Option I
S Y dtohlswxfcmthcformofanannmty,hlswﬁe,aftchr. M’s Lo
S 7 .0 " _ . death, could have elected to take the same anmutx of $3,193 instead. . * ot o
TN T ~ofalumpsumof$36000 . N
S e .. Example 2: —Miss. N retired undcr Optlon 1 én thc annmty B o
T only "Her annuity reserve (accumulatéd contributions) was $23,000. . = | Ve
T 7 The annmty part of the. retirement allowance that she reccived after e T,
. .. . her retirement was $1,800. per~ycar. Shé named her sister to receive - L R
o thq beriéfit under Opuon I in the form of an annuity. Miss N lived
SO 10 years aftcr her. retIrcment. What did the s1ster receive? . ST
B S -Miss N received annmty payments in the total amount of $18, 000 R
R R dnnnghcr 10 ‘years of fetirement. The balance of the ‘arhuity reserve - o . 00
‘oo o M at the time: of her death’ was $23,000 dess'$18,000, or $5,000. Since- - - .o 7

BN

‘ ~ . ‘_,“ y dussumxslqss than $100()0 the benefit under OptlonI w1lIbepa1d T
o o - to thc slster m form of a lump sum Onl)’ , / ' |

. ) . o L. e
4. . N - r\

" The teachcr should kecp in mind that he may changc the R
. , dcs:gnatlon of his beneficiary under Optlon I, whether the. bene- . "', . o
T flclary is to reccive a lump sum or an anpmty, at any ume before or SR
PO e after retzrement a ) Yoo

e - “If anamed bencﬁclary dlCS, and the tcachcr thcrcafter fmls to . T ca Y
Lo T desxgnate another bcncflclary under. Option I, thc balancc m &m' ST e e
Lo Ty reserves w111 be pald in a lump sum. to the’ tcachcrs estate o - o

B ¥




. CHAPTER9 S
OPTION - SERVICE RETIREMENT

PR §

= WHEN A TEACHER chooses Optlon II or Option I1I, he wants

his surviving beneficiary. to receive a fixed monthly amount

- . for-the remainder of the beneficiary’s life.

» . These options may be chosen for the entire retirement allow- :

. ance; they may also be chosen for only one part—for the penszon or
~ for the annuity.

If Option II is chosen on the entire retlrement allowance, thcn

the bcneficlary, if he survives the teacher, continues to receive the.
* same nonthly amount that the teacher had been receiving. Under

~ " Option III, the beneficiary would ‘receive monthly only half the

- monthly amount that the teacher had been receiving. =

 Example of Optzon II: Miss A retires at age 64. She 1s in-

formed that her maximum allowance will be $400 monthly for life.

- She chooses Option II for her sjster, age 62. Miss A’s reduced allow-

‘ance will now be $303 monthly for life. When she dies, her sister, ~
~ if she is alive, will continue to rccelve $303 monthly for the remainder
" of her life. | S .

‘-Q,IMPORTANT NOTE

. Under: Option II ¢ or III the beneflclary may not be changed - o
_ after the date of retirement. Shouild the beneficiary predecease the -
.~ retired teachcr, there will be no change in the teachér’s retirement -

.- allowance and all retlrement payments will cease wuh the teachers
. death, .

REDUCED AI.LOWANCE UNDER OPTION ll e .
.+ Teachers who wre appointed before July 1947 can’ det:.rmme‘ ’,
theu' reduced allowancw under Option II by using Table 7or8or
+ " 9or 10. Table 11 gives some Option II factors for teachers appoi inted . -
* after June 1947. A comparison of the Optlon II factors in’ Table .
11 with the corresponding Option II factors’in Tables 7, 8, 9 and
:;:‘“10 shows - that the Option II factors, in the case of service retire-
- mierit; are ALWAYS lower forthree- percent ‘contribytors (those ap- -
" pointed after June 1947) than for four percent contn'butors (thosc
ot appomted ‘before July 1947). -, |
. “The teacher must first determirie his maxlmum penmon ‘and.
;hls maximum annuity. He then looks for the appropnate factor in: -
;i*:" one of the tables. Finally, he muliiplics the maxxmum figure by the -~
A a{?opnate 0puon II factor , \ o

.
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| TABLE? |
~OPTION Il FACTOR . .
MAI.E TEACHER WITH FEMALE BENEFICIARV

“Service Refirement
‘ Applicable to Teachers Appoinhd boforo July 1, 1947
Nofos l. Teacher 55 means that the teacher's nearest - age af refirement is 58,

2, In first and last -columns, ‘410 means beneficiary is 10 years older fhan “ .

teacher; —10 means beneficiary is 10 years younger than feacher.

Teacher 55 hcher 60 Tnchor 65  Teacher 70 Beneficiary
41 o J8422 - 8590 o 8142 8875 +15
10 9 g3 . a4’ 8251 410
+ 9 T 7808 1 A 8019 - BI09.
- J704 7801 J889 J9%6
JI599 7683 757 7819
J495 7565 . . 7622 J669
7392 L 447 7490 J518
- J290 7329 7354 7365 °
CJI90 213 1220 CJ213
7091 2097 J086 7060
6993 4983 6954 4908
NPT |/ AR | [ . 6825 6758
© 5804 c BT8E T 6695 5810
A713 6654 570 . paes .
56623 5548 - 4447 < 6320
8536 5446 4326 6180
6369 . 48 - 409 . se10
56290 ~ bI54 - 593 .- G182
6211 - 6082, 5875 ' 'sese6 .
T ABT s s e g
=107 - 6084 5888 . . 5871 - 548 S =10
ool B9 . 5805 574 s3be T
=2 5927 5725 ' ~§’548| S 5198 -2
=i osme2y 59 B9 o4 . g3
-4 5799 TS575 . 5304 i 4998 C s g4
C w]B - 5739 . 5503" " 5222 ' :

ettt b+ 4+
L -

A SFEr T
BNCNAWN-Canwanoue

ONCNIWN=CO=NWALANCu®

|
©

IESRERRRE S

~20 . 5470 5188 . 4856 a0

-25 8282, ° ..-'.49332 ST 4562 4148 - - _25 -
©=30 v 8075 . . 4728 . A328 3886 -30.

S IR - B A5 et U8 =35

Examplb A man* retires at 65, nammg hissyife, age 62

as bem‘f‘c’a"y under Option II. If his maximum retivement allowance ‘.

is $7,000 what will he receive under Option II?.

PSP el

/- In- Table 7, the Option IT".factor for a male_teacher of 65 |

‘with a female bencficiar® 3 years youngér is .6447. Hence, the

teacher “will receive $7,000 x 6447, or $4,512 a year as long as -

he lives. Upon his death, his wife, if she survives hi}
 to reccive $4,512 per year for hfe. o

® Unless otherwile mdicated all xllustrauons in thu chapter and in luccecdlng
‘chapters rd;r to four peréent contributors; that is, to those appomted before
July 1, 194 S B . T
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oL T , - tamEs S R
R OPTION Il FACTOR ~

. L | ) e FEMAI.E TEACHER WITH MALE BENEFICIARY N -
S . _ Service Retirement - ) L
i PR Appliublo to Teachers Appointed before July I, l947 :
N : Nph’ I. Teacher 55 means that the teacher's nearest age at retirement is 55.
BT , ! 2. In first and last columns, 410 means beneficiary is 10 years older than _
- . . teacher; —10 means beneficiary is 10 years younger than teacher. .
AT L Byneficlary - Teacher 55 Teacher 60 Teacher 65 'I'ucllor 70 lonof'cury
S . 418 9402 9438 475 9513 +15
! o '+l4 . 9350 9382 415 9452 +14
j e HB 9296 - 9325 . 9383 9387 413
; o 4l2 . 9240 9263 . 9287 9316 +12
N g 9198 - 9217 9240 - +11
: +10 9121 9130 94 - 9159 +10 - .
i N 2 9058 - 9058 9061 J071 + 9 o
+8 - A2 - 8983 . 8978 2978 + 8
. T 8926 8905 8890 8880 7
AT 8856 < 8826 - 8798 B779 4 6 |
_#'5 8786 8745 8705 8671 45 | o
T 4 14 8660 8607 . 4560 +4 .
: \ B B 8642 8574 8507 . 8445 +3 '
P . 2 ‘8568 - 8487 ' 8404 8325 2
; ' R N | . 8493 8398 4300 8203 + I
0 - 8418 8308 8193 2078 0 | .
. - 8341 " 8217 8085 . J951 s : B
- -2 - 8266 o Bl27 7976 , v'.7823 - 2 . ! '
-3 8190 8035 7867, ~7693 -3 LA S
: "’L ‘ "" 4 . i . -al |5 . -79“ ,775. o . 375“ P — 4 .v 3 .
§ . -5 8039 J852 - 7648 L34 5 . g
e -5 " 7965 CaT62 7540 T8 =6 .
% =7 . 7890 7672 7432 77 -7 -
S 8 7 T584 7325 7050 - ;
ol -9 T4 7496 . 7220 6925 -9 3%
r b —.lo‘ 07674 074r° o7| |7 -“02 . “-lo A t v / vt
. vl 7340 ~..7006 6633 .27 5 =I5 1
w -20" 7047 6653 203 735 ~30 P
. , =25 798 T 5362 5861 5327 ' =25 ; n
. . " =30 4590 - . 6109 . 5574 4998 —~30 M
Y -35 . 6421 o .5906 «_..5342, 4736 - ~35 S
R Exampk A woman of 60 retlrm, nammg her, brother, age TR
BTN A 56 a8 beneficiary under Option IL If her maximum retirement .’ * SR
g ' “allowance ‘is $6000 what wnll her retlrement allowancg be under R
= . Option 12 R
Ll ~In Table 8, the. Opuon 1I factor for a femalc tcacher of 60 i
KO PR h w1th a male bcneficxary 4 years younger is .7944. The teacher will ’ L
. ? receive $6,000 x .7944, or $4,766 per year for life. When she dies, -
i .+ her brother, if he survives, w1ll contmue to recexve $4 766 as long AT -
i‘ SR ashe lives. . . - A
¥ - 50 - :
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7+ . ,OPTION Il FACTOR

. Service Retirement
» Applicable to Tuehdrs_ Appointed before July I, 1947
o: |. Toacher 55 means that the teacher's nearest age at refirement is 55.

- 2. In first and last columns,” 410 means beneficiary is 10 years older than
teacher; —10 means beneficiary is 10 ysars younger than teacher. -

o (//ﬁEMALE TEACHER WITH FEMALE BENEFICIARY

/. Beneficlary ~ Teacher 55 Teacher 60  Teacher 65  Teacher 7 Beneficiary

I 9209 9237 9267 9302 - 15
+14 - 9148 9169 - 9194 9224 414
+13 9083 . 9097 - 9116 9139 43
+12 - 9016 90237 - 9034 ' 9050 +12
o+ 11 8946 . 8945  8o4s B - ST
+10 - 2875 8854 8855 . 8854 L 410
: 83802 . 8780 8760 8747

8727 8693 266} - 8636°

. 8681 . - 8605 © 4559 8520
8493 a2 8347 277

S a3 8327 8237 8149
8333 8232 8126 - 3020

8251 - 8136 8012 7888

- 8170 8039 . 7899 755

8089 . 7942  TIe4¢ 7821

-, ~78008 7845 7669 7486
C926° . 48 554 7350
© 7845 7652, 441 CT27
JI66 J557 . . .1327 7083

687 . “._ 205 6951 .
L 7610 7369 . TN\ 7104 4821
;7533 , 71278 5996 . 45693

T ies . eees - gses

+
o

duﬁm;wnéo—nuomoub_
+
L -4
A Y

+dttd bt
TP

oﬂqmown-o—nw;mou.

SEREREE
[EERERERE

!
-

L T=10 7 7003 681 - 8324 -10

‘-8, r . .6975 6613 . . s211 5777 (5
=20 . 6685 . 4271 . - S82 s3e- 20
-=26 . b4 . 5oss 5482 44, 25
‘30 5238 5750 0 - 5214 ' 4544 -30
. 560 - 5004 4405 35
RN ! *i-// . | - e
/ +

o :Exérﬁple: Awoman of 60 ,rctirés, nammg” her snster, age 65,

as beneficiary under Option IL If this teacher’s maximum retire-

ment allowance is $5,000, what will she receive under Option II?

-+ In Table 9, the Option II factor for a female teacher of 60 -
- . with a female beneficiary 5 years older is .8421. The teacher will
~ receive $5,000 x .8421, or $4,210 a year for life. Upon her death,
~ her sister, if she survives, will continue to receive $4,210 annually *
~ as long as she lives. . . T
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TABEIO . ’ A
- OPTION Il FACTOR - I T '
: MALE TEACHER WITH MALE BENEFICIARY T e »
Service Retirement I
; Appluublo to Teachers Appomiod bofon July 1 I947 - ' e
Note: |. Teacher 55 means that the teacher's nearest age at retirement is 565.
2. In first and last columns, +10 means beneficiary is 10 years older than
teacher; —10 means beneficiary is 10 years younger than teacher.
lonoﬂcilry " Teacher 55 _Teacher 60  Teacher 65 _ Teacher 70 lcnoficmy
10 8285 8424 8554 8670 . ,+10
9 ®a1e7 83 8438 8548 Ry
G N 8089 8209 8320 - 8421 - 8
+7 7989 8098 S 8l98 . s + 7
- + 6 . 1889 - J987 . - 8074 @ 8I53. + 6
+5- anl 184 J948 8013 45 . |
1 + 4 7692 CoJa780 - 7820 © J870 T 4 ,7 oo
%3 ..7593 T8 769 77260 0 43 e
+ 2 J495 S 7561 7579 2
) 398, 423 432 430 e
' 0 J303 - . BI - 7304 - (7283 0 ,
- 7210 J201 B, 134 -1 ;
-2 Jus - 092 J048 - .6987 -2
-3 o« 7027 L9856 5923 5841 -3
-4 6938 6880 6799 - 5697 -4
- 85 1N H778 6677 . - 6556 -5
-6 6767 5877 L5801 M7 -8
-7 5885 8579 ¢ 6444 6281 -7 .
-8 5504 6483 6330 L8149 -8
=9 4526 6390 6221 8020 . =9
=10 . 6451 . 6300 - 6lle, 584 —I0
=I5 " 610 5892 - 5631 5329 ~15 ,
—20 - 5028 5554 5232 A% =20 ERS
=25 < 5595 5219 4910 4495 25 7
. =30 ¢ 5407 0 5088 - - 4653 4202 -30
o —-35'_ ;K288 mzA M50 '-'-3973, —35
o Example. A man rctlres at age 55, nammg his brother, age
- 60, as beneﬁclary under Option II. If the teacher’s maximum retire- .-
ment allowance is $6,500, what will he receive under Option II? o S
" In Table 10, the Option 11 factor for a male teacher of 55 with S
.2 male beneﬁcnary 5 years older is .7791. Therefore, the teacher: : S "
' will receive $6,500 x .7791, or $5,064 a year for life. Upon his death,
‘his, brother, if he survxvu, will contmue to recenve ,$5 064- a year as : ._
longashe lives. o - | N v
52
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o ANOTHER-VCOMMEN_T ON OPTION 1i , T
"~ The patient reader has noticed that many combinations of
- teacher and ‘beneficiary are missing from the tables. It is indeed
- impossible to give all combinations. A fairly approximate calculation
- can be made for most situations. Two. examples will be given:
 Dllustration 1: Mr. M retires at.age 64; he names. his wife,

~ age 59, as beneficiar{ under Option II. Mr. M’s maximum alléwance. -
- is $7,000 'yearly. What will he receive under Option II? | o
- We turn to Table 7, which gives Option II factors for a male ,
" teacher with a female beneficiary. No column is-given for a teacher, - .

- age 64. We therefore look to the nearest column, age 68—only one = .
~ 'year. rémoved. The beneficiary is 5. years -younger. We use the -. e -
- combination of teacher 65 and beneficiary 5 years younger and find e n
~ the option factor .6208. Hence, Mr. M will receive $7,000 x 6208, . . | ’
or $4,346 yearly for life. A more accurate calculation (with-a more SR
- complete table) would result in an annual allowance of $4366 -
- annually, In other words, using the combination, of age 65 for the - - -
- teacher and 60 for his wife gives a close approximation.* . .= =
Illustration 2: Mrs. F retires at age 62 and names her husband,
age 73, as beneficiary under Option II. Mrs. F can receive $6,000 .
. yearly on maximum allowance. What will she receive under Option II? o
~ Table 8 gives us Option II factors for a woman teacher with "
L - a.male beneficiary. We don’t find a column for a teacher, age 62.
~ 1. -Teacher 60 is the nearest column. Her husband is 11 years older
T than Mrs. F. A woman teacher of 60 with a male beneficiary 11 years
*older gives us the factor .9198. Now, $6,000 x .9198 yields $5,518 for o s
. Mms. F. A more complete table would give us $5,523 as the annual =~ EEETR A

- allowance for Mrs. F. ] e B |
» - Itis clear that the use of a neighboring column gives a fairly
close approximation. It is important to note that the difference in |
- age between teacher and beneficiary is most significant. L T,

-

» —

 ® The reader with more training in mathematics miéht‘ prefer-to use interpolation
. to find the Option II factor for a combination of teacher and beneficiary that

. does not appear in the table, . o = ‘




R ©TABLE :
...~ SEVERAL OPTION Il FACTORS
S " Service Retirement - .

Applieablo to Teachers Appointed After June 30, 1947
(Explanaﬂon' M60 F55 means a male teacher, age 60 at retirement,
with a female beneficiary, age 55.)

" Teacher and _ Option Il " Teacher and Optlon ]

* - Beneficiary Factor . lenoﬁehry _ Factor
. M55 F55 ‘ 4742 : F65 M6S 8136
M6O FSS - . .6l6l - . F&5 M70 681
M65 F57 . 5686 . " F10 M71 SRR 1Y I
Mé6 F60 L046 : . ,
M65 F62 T 6303 T "F55 F58 248
MI0FS5 = 4678 ' ~ F55 F&0 8426
M70 F&2 5490 " - F55F68 - 9087 ¢
M70 F66 . . 6049 F60 F25 5124
. MIOFSS - 63527 § Fs0 F35 . 5627
Mn, 9 . &3 F&0 F55 - 7308
. , o ‘ : F&60 F57 ~ ..7520
REE ' F60 F65 8365
. mMss~ . 339 o PS5 F82 - a3
F55 M60 . (77 - Fb5 F68 8056
- F85 Mé62 - 8897 ' m F60  bI83
" FOMS?T - 7940 . . T
. F60 Méo 8240 - . "M60M25 Lo A502
- FeOMS2 2436 ” M65 M70 906
'~F60M65 - .-.ma'h C . M70 M4 ; 56300

Example 1: A -man; appomted in September 1947 retires at, |
. _age 65, narmng his wifé, age 60, as’beneficiary under Opnon I
" If his'maximum retirement allowance is $7 000 what wﬂl he recerve .

. -?f.iunder Option II?

_"Since the teacher was apﬁomted after June 1947 we qse Table;
. 11, The Optmn TI factor giveil in the table for a male teacher of
*.-65 with a female beneficiary of 60 is 6046 The teacher will receive

. $7,000 x .6046;- or $4,232 a year for life. .Upon his death, his wife,

- - if she. survives, wrll contmue to receive $4 232 annually as long as _

| she lives. -

Exam[:le 2: A woman of 60 retires under Optxon II nammg

her sister, five years older, as beneficiary. The teacher was appointed

* in 1948, Her maximum retirement allowance is $7,100. How much, *

wrll her redueed retirement . 2llowance be under the optron'-'
We us¢ Table 11 in this case also. The Optxon I factor for-a

female teacher of 60 with a female beneficiary of 65 is .8365. Hence,
the. teacher will receive '$7,100 x 8365, or $5,939 each year for life.

Upon her death her sister wrll continue to receive $5 939 as long

,-axshehvel, S .
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—~#  Option III as under Option II. | . L
- The teacher must be reminded that, in the case of Option III,
- as in Option II, if the beneficiary predéceases the retired ‘teacher, -

-

R .'CHAPTE{t 0 R «\ N
- OPTION HI-SERVICE RETIREMENT

S ,O'P'IION I11 is similar to Option II in that it provides the bene-
. ™ ficiary with an annuity for life. The beneficiary under Option III
s receives one-half of the amount received by the teacher. Hence, the
- teacher’s maximum allowance will not be reduced as much under

another beneficiary may,not be substituted and there will be no
- change in the teacher’s “retirement allowance; upon the retired

- teacher’s death, all retirement payments will cease..

. REDUCED ALLOWANCE UNDER OPTION III _ Lo
. - When an option is chosen, the maximum allowance of the

teachier is multiplied by a decimal called the, Option Factor in-order

© to obtain the teacher’s reduced allowance. For Option III, as in

the teacher and the beneficiary.-

.. B .

27 'Tables 12, 13, 14 and 15 give*the Option III factors: a

"+ . plicable to teachers who were.appointed before July 1, 1947, (four
"+ percent contributors). Table 16 gives Option 1T factors for teachers

. appqinted on and after- that date (three percent contributors). A
... comparison of the Optidw IH factors in Table 16 with the correspond-

Option II, the option factor va;‘ies with the age ‘and sex of both T

. ing OptionIII factors in Tables 1215 shows that the Option III -

v factars, in the case of service retirement; are ALWAYS lower for three, -

%" percent contributors than for four percent contributors.

".x "  .The teacher must first calculate his maximum pension; or. .

/. mairiim anmity, or both maxitaum pension and maximum anuiy.
-+ He then multiplies ‘thé maximum pension, or maximum annuity,;
or both by the appropriate Option IH factor given in one .of these

- tables. The result is the reduced allowgnce under Option 111 Upon

e

v, the death of the rctire’c‘f‘-"ieacher, ‘the beneficiary, if he survives; will
© +.  receive monthly for life one-half of the monthly amount that- the
-, - teacher had been receiving. ~ - | B
- For a combination of teacher and beneficiary not given in Table -
. 12, 13, 14 or 15, the reader may use the same ‘mefhod of ap-
- proximating the reduced retirement allowance asi that illustrated on
page 53.. - -~ - . SRS - |

<t




~ TABLE 12.
"OPTION Il FACTOR .

MAI.E TEACHER WITH FEMALE BENEFICIARY R

Applicnble to Teachers Appointed before July I, 1947

“Service Retiremient

Nefe; B Tncher 55  means that the teacher's nearest age at refirement is 5.

2. In first and last columns, 410 means benef‘cnry s 10 years older than .

E 'leeeﬂeiary *

‘oI5 - 9143
410 2833
+9 8769
48 . 8703
) . 8588
35 - 8500
44 8433
+ 3 8365
2 8297
1 8230
0 3164
-1 8098
-2 8033
- 3 o 079“
-4 - 7905
— s' . : 01‘43
='6 J781
-7 - am
=8 7863
). - ’ . :“ 01606
Rl - 7550
—ll-'-»-’ 496
=12 - J443 ¢
=13 J39%1
=I5 J293
-=20 . . JJ072.
—25 . 6887
30 ' 4733
" V—'-357 6607
Example.

teacher; —10 means benef‘cinry is- 10 years younger than teacher. .

9204

Teacher 55  Teacher 5!

.mz
. 8741
8669

8596

- 4823
0'450
8375
8302
8228

. . ‘e
3155

8081

8009

. .793'

C 858

J799
1730
7662
.15”

J533

J471
- 7358
" J29

.n 1 .

7182
8934
5726
" 8554

5412

Tncher A0

9242
8911

8839

(Teble 12 conhnued on nexi pnge)

Teacher 62

.”77
8940

8885

8788
2709

8629

0548

4384
8300

217
8134
7968 -

7887

.7806°

J123
7647

“ 7589 .
7490
7419

J347
J275

7206
.1'39’ -
J073

7009

L)

T
Lan
s12°

lenoﬂeiery
. «&lI5
“ 410,

SENEENENEE L YL Y
BPUNCNAWN=OC=—NWANOCN®O

11
co

E

-4 .

ki

‘A man age 62 retlm, naming his wxfe four " years

. younger as beneflcxary under Option III. If his maximum retirement
*allowance is $7,000, what wﬂl his retu'ement allowance be under
.thns option?
. " In Table, 12, the Opuon III factor for a male teacher, 62,
. with a female beneficiary 4 years younger is .7806. The teacher will
receive $7,000 x.7806, or $5,464 per year for life. Upon'his death,

" his wife, if she survives, will receive half as much, $2 732 annually' ,}
as long as she lives. :

“~

g 3 e




S TABLE 12 (Continued) . L S
" - - 'OPTION Il FACTOR ). /
- 'MALE TEACHER WITH FEMALE BENEFICIARY = 7 A
S Service Refirement | o - .
. Applicablo"iq'.ToachQr: Appointed before July 1, 1947 ~ .. ' - oo e = .
Note: 1. Teacher 55 means that the teacher's nearest age at retirement is 55. S Lot 7
‘ 2. In first and last columns, 410 means beneficiary is 10 years older than ' T
, . teacher; —10 means beneficiary is 10 years younger than teacher. . - Q - .
. i'on.ffchry | Teacher 64 'Teacher 65 " Teacher 68  Teacher 70 Beneficlary ;o
+15 9312 ' 9328 9374 9404 B 1 B
10 8966 . 8980 . 9018 9041 Coel0
N <8089 4901 T 8936 8955 T 9
+ 8 - 8809 8820 - 8849 4868 + 8 5
o + 7 8728 ' 8737 8760 : 8776 o+ 7
' e & L644 8551 - 8689 8681 + 6
oo B 4559 8565 8576 - JB583 + 5 /
4 "S4T3 8475 48l 8483 + 4
+ 3 4385 - 8385 -8383 8380 + 3
S 2 8296 C 8295 - 82085 - 8277 2
o | 8208 8203 - 818 - SI7 + 1.
-0 8120 - Sl12 - 8085 . 8085 "0 E
- . A032 - 8020 J986 4959 - - Y
-2 JM4 7930 < 7885 7983 -2 N
-3 J86 7839 . 785 - 7146 -3 '
— 7769 J749 2686~ 7639 - 4
R S 7683 - J660 - J7587 7534 . == B .
- § J699 . 7573 J490 T 0429 R x
-7 516 7487 J394 L2 -7 . ‘ '
¢ e B <7434 . " 7401 - J299 7226 - - 8 *
- -9 o+ J1383 7319 J207 @ 125 R / -
© o, =100 J276 J238 . 7I8 7029 : -10 . .. I , /
=1l e 7188 3027 . 4933 -1l R
=12 124 7081 6941 6840 -2 IR S
-I3 . J080 .. - 7008 5857 b749 - =13 BT
-4 4981 8932 &iT5 .862 )\ —f4 - . Lo
=I5 &2 . 686l B896 | 6576 | =15 L
—=20 - 6600 - 6537 6334 - Sl88° 20 U
—25 4339 - 6266 S031 5884/ 25 P ,
~30° 6123 - 04l 5782 5597/ 0 ~30 T
=36 5M6 5859 5579 s -3 - p R
‘Example: A man retires at age 68, naming “his sister, age =~ '~ G |
- 70, as beneficiary under Option IIL. If his- maximum retirement N T
- allowance is $6,600, what will he receive under Option ITI?© IEEEE S h
. In Table 12, the Option III factor for a male teacher of 68 . = T
with a female beneficiary. 2 years older is .8285. teacher will . S
receive $6,600 x 8285, or $5,468 a year for life. Upon his death, T
~ his sister, if she survives, _xvill',r‘cc_geive half as much, or $2,734 each . - I
year as long as she lives. -~ : .o o
' | 57 PR
- ; ’ » ‘E:"
. . ‘ ". , . é
S : |
I ST — - T e )
5 * ~t - ¢ M




R S - U R

S e i

) iAlLé 13
~ OPTION-Hii FACTOR » '
FEMALE TEACHER WITH MALE BENEFICIA.RY

~ Service Refirement

| Applicable to Teachers Appointed before July 1, 1947 .
Noh' {. Teacher 55 means that the teacher's nearest age al' refirament is 55.

" 2. In. first and last columns. 410 means beneficiary is 10 years older than - -

teacher; —10 means beneficiary iz 10 years younger than teacher.

lonoﬂemy * Teacher 55 Teacher &0 _'I'uehor 85 'I'ueher 70 Benefieilr'y

9692 s ¢ 910 9750 C#I15
S9664 - 9681 9699 S8 +14
9635 9650 9566 9684 413
9605 L9617 . 9630 . 9646 12
9574 9582 $592 - 9605 el
9540 9545 9551 - 9561 “+10
9506 9506 9507 9513
9469 9464 9461 9462
402 9421 . 942 9407
9393 %316 931 9350
9354 9330 9308 9268
9312 5282 9251 9224
9271 9232 9193 9157
9229 9182 ' ‘9133 - 9088
9185 9130 071 9013
914 9076 9007 - 2936
9095 9021 8941 8858

9051 . 8967 - 8874 28778
9005 . 8910 8805 8696
8959 8854 . 87137 843
.8913 . 8797 8667 8528
T 8740 8597 - 8443
8621 8683 - 8526  .8356
8775 8626 8456 - . 8270
8729 8569 8385 - 8183

. 8684 8512 8316 8096
8466 8239 J976 - . 7675
8268 J990 7664 7289 -
8094 717 71390 6951
TS 7584 . JIS8 6665 :
7620 . 1428 T bizs =35,

+
0

+4++++++ 4

++E gt
?ﬂa-'ol-uwn.—_o—nw.hmo_ﬂm

s
7
3
5
4
3
4
]
0
]
2 -
3
4A .
5
6
7
s

NEEBEREE

,}v,v'-."

Example A woman of 60 retlres, naming her- husband age.‘:‘ |
65 as’ benefiaary under Optlon III. If her maximum retirement
allowance is $6,000, what wxll her retirement allowance be under

" “Option II?~ y

13

In TabF13 the Optlon III faptor for u female teacher, age

.60A with a male beneficiary 5 years. older is .9330. The teacher will
“receive $6,000 x .9330, or $5,598 per. year for life. Upon her death,

her husband, if he survives, will receive half as much, or -$2; 799 wl

year as long‘ as he lives. -

& -
v .
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[ ' TABLE 14- S, w i Sh
‘ .. B » . L : T o

i COPTION P FACTOR. = /
‘, FEMAI.E TEACHER WITH FEMALE BENEFICIARY R
oo , . ~ Service Rehremeni- v S L . 7,
R Appliclble 1o Teachers Appomfed before Juiyl 1947 - b Co
: '-'N°’0- i Tncher 55 means that the teacher's nearest age at refirement is 55. . - ¢~

~ 2, In first and last columns, 410 means beneficiary is 10 years older ﬂun
ieeeher. ) means benef‘cury is 10 years younger than teacher. 'y o

lonef iciary - Jl'ucher 55 Tueherbo , Toacher 65 Tueher 70 - Beneflclery STV
. 4lB 9588 9603 9819 . 9638 +i5 . iy
414, 9555 ,'9554 | 9580 959% M4
413 T9519- - . 9527 - 9538. . 9550 413
+12. 9483 9486 - - 942 . 9501 . 412°¢
0 908 938 9393 ‘9w . 10

933 . 9380. C - 9339 . 9332 e T
S 8320 - . 9300 9282 - . 9267 y

+
©

BNOCOTAWN=CT=NWARNC I8

=
Year - o920 o923 0 9200 +
L8232 s197 . 9182 9131 +
! . 9185 - 9143 9099 | M .q087 + e
4 9138 9087 - 9033 8980 . +'4 ' U N
. 9091 ..9030° - 8966 8902 | + R
9042 8972 | 889 - .8820. I .

. 8993 8913 8826 816
8944 - ' 8853 - 8754 8650
8893 . 8792 . 8681 . 8562 , .
843 8731 8507 84713
8793 - 86700 8532 8383 |
#7420 8808 . . 457 8292,
8692 - 8547 8382 . .8202 .
8642 . 8485 8307 . 810
o B543 - m3%4 . #5798 =8 .o v
@ 8495 8303 8084 ‘88 ) . —9 e Y-
R RN 8244 g0 748 -0 e
=I5 8218 92 83 . .3, | =15 | Lo
=20 8013 w08 . .31 . 6M3 - =20 |-
=25 7835 J488 082 . 4616, =25 - :
=30 - L7683 C 7302 6854 6320 - =300 e
T I L [ 6670 - bl6 C e
. ' - . . . . N P . ‘ *) .. ,~.'
L Example. 'A woman of s65 reurw, nammg her sister, age 60 | Co
* as beneficiary under Option IIL If this teacher’s maximum retire-
- ment allowance is $6,500, how large is her retirement allowance '
- under this opuon"‘ S o
. . In Table 14, the Opuon 111 factor for 2 female teacher of 65 - e iR
. with a female beneflclary 5 years younger js .8382. The teacher will R
- receive $6,500 x .8382, or $5,448 a year for life. Upon her death,- -~ * - = [ ~
- her sister, if she survives, will recewe half as much or $2 724 per. C ,
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C e g Thien ey eemaegp mrraied

! . »
. . U OPTION M FAC'I'OR T .
R MAI.E TEACHER WITH' MALE BENEFICIARY ,
' . . _ Service Rohremonf L . , '
o Applicablo fo Teachers , Appointed boforo .Iu!y t, I947 I ot -
Note: 1. Teacher 55 means that the teacher's nearest age af retirement is 55. ~ ° : ' B
.t 2.In first and last columns, 410 means bonoﬁciary is 10 yoars older than
O S iuchor' —10 means bvnof‘cilry is 10 yéars younger 'Ilun teacher. - -
N o lonoﬂchry\/ : Tuchor ‘5 ‘Teacher 60 Tuchor &5 Togg:hor 70 . lonof‘cury, S
' ’ 40 9082 145 . ?220 e 92808, . 410 R T
/ 9T 9003 - . 9082 S22 T 49 S
8 8944 T- 9016 0 9083 ¢ 9143 +8 :
e 7 S A082 . 849 © 9010 ‘ 9064 7 "
b < -88200 N . a8l 494w gs e
6 . eTE8.-  8BIL . 8856 8497 5 - o
+4 895 . 8739 . am .0.0_0 +4 ., 7
3 8632 L8867 . 8895 AT - +3 }
o+ 2. - 9568 8594 - es1l 8623 +2 v
oo b 8504 . 8520 8527 : 8526 L L
-0 B4 . BT M2 - v 8428 0
T | 4378 .. 8373 , 8355 - .0327 - - .
-2 , 8306 - 8298 8268 T 8226 -2 :
-3 4254 8225 7, 8182 . 8124 -3 -
-4 S12Y M52 - 8095 8022 -4 o
N ‘ -5 - 813 - 8079 . 8008 .- 7920 -5 o
LYo -6 5072 8007 7923 88 -6 :
" e -7 8013 - 7936 T8 . e -7 S
iy ~-0. Q5 . 886 . 153 5, -8 _ I
TR DR " S /) Tae0 0 CasIs 0 —9 . LT
L et &0 7848 a0 7588 47 -10 T
T s wIB 7588 ©J4IS J205 . 6953 . —I5
s T S0 A 142 - 4870 6546 =20
(. ‘26 175 6910°. 6586 ¢ 6202 - —26 .
e 30 7019 4718 . 831 ST T =30 SN
,‘ =35, 6892 4561 . 4189 5687 — =35

3 . o ) i .
e .o t -

e T Example A'man of 65 refires under Optnon II1, na;mmg ’
Pt lus bnothcr, age 56, as beneficiary! If his maximum retirement allow- - ‘
SO ancc is $7,200, how much will it be under Option ITI? = .
S " In Table 15, the Option III factor for a male teacher, a age ..
EE 65 with a male beneficxary 9 years younger is .7670. Henge; the . =
4 . teacher will receive '$7,200 x (7670, or $5522 annually for life. =~

—/Upon his death, his brother, if he survives; will receive half-as much
: 'lﬂor $2 761 each year as long as hc hves.

PN R A R T S O (PO s am . - M e . il e sl it s tie B s ons e el e Am ke s o o 0m shiottnn s, Fme e a D\ mam me




" FB¥F T

. 'l'uclur and

L
.
) FbOMbB

" she receive under Qption IIT?
o ,teacher of 60 with a male beneficiary of 65 is .9312. Therefore,

e survives, will receive $3,305 per year as long as he lives.
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e TABE 16 | P
SEVERAL OPTION m FACTORS T ‘, w

o oy , Semca Rohremenf . NSO PP A
L APP|I¢IHO io Teachers APPS’m}od After June-39, l947 R

' (Explanahon- M60 F55 means a male teacher, age 60 of rohnmon}. i

with a famale benefi cnary. age 55.) ‘ :

Opﬂon 1}
Facior

* 8054 -
._mv .
1249
J536
am T
75 -

' 7088
7538

'l'uclur and
.Bonqﬁciary
F65 M6s .
F&§ M70 . .
TFIO M8 . -
_Fio M7t

-Opiion m
* Factor

8972
8739
8989

Bouof‘cmy
"'»«MES F55
Mé&o. F55,
. M0 F58-
- M66 F57 .
- M65 F60-
- M70 Fe2.
M70 F66 . .
- MTO RS
~ MTI R

9039 ..
S48
- 9511
5776
7202
8445
8584
9110
2455

Fs5 Fsa_- o
55 F80 - ;
, ... - [FE5 & S
S Fs0 F25
J89 .0 . Fe0F3
' J783 . ~ F60 F55
o . - . Fo0 F67
 FS5 MBS - T 909 - RS F62
F55 M60 ‘9330  FS 68 | 8929
C FS5ME2 . 946 " FIOF0 7618 ,
. Fb0 M7 a2 :
. FOM60 9035, ' C MSO M25 - 4200
- cFeOMe2 " 9I5) - ~ M65°M70 . 8830
Lt 9n2 - M70 MM J730
Example 47 A woman, appomted in 1949, xetlru at a
nammg her husband’ age 65, as beneficiary under Optio

"the teacher’s maximum retirement allowance is $7 lOO what wnll

."Since the teachet was appointed after June 1947 we use Table
-16 According to this” table, the Option III factor for a female

the teacher’s reduced retirement allowance under Option IIT will be .- |
$7 100 x .9312, or $6,611. Upon her death, her husband, if he

- Example 2: A man, who was appointed m 1948, retires at
age 60. He named his wxfe, five years younger, as bcneficla.xy under
/ Option III. I his maximum retirement allowancc is $7,000, ‘what
wxll he receive under the option?
We use.Table 16. This table gives the 0pt10n III factOr for a
‘man of,60 with a female beneficidary of 55 as ,7625. Hence, the
“teacher will receive $7,000. x 7625, or $5,337 per year for life.
Upon his death, his wife, if she sarvives, will receive half as much-
or $2 668 a year as long as she lives. B
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R S 'BESIDES OPTIONSI II and III there a;ethreeaddmonal forms L L
N BT of retirement avallable to a- teacher. Thcy are demgnated as oot
e . follows: = - | | R . T e
SERTEE SRR S Optlon Vb o b S . B
.07 ' Option TV-c - . ~
| ] Each of these will be conmdered in thxs and the two followmg chapters. S

e
O Y SR VRS

Lk v 8l WS ara s

_'OP'I'ION lV-a L | ) | L
I Under this option, the teacher prowdes that his benef‘maxy O R
% - shall receive each year for life one-fourth of the pension or annuity e
I or retirement allowance of the retired teacher, upon the latter’s death. |
.~ . Instead of one-fourth, another fraction may be chosen by the teacher, 7 TR
AT subject to the approval of the Retirement Board. R S
b . . UnderOption IV-a,asunder Optlons II and II1, the benefimary S
EEEEEE TR ‘may not be changed after retirement. Should the beneflcxary pre-'
. v . 1.+ decease the retired teacher, another benef1c1ary ‘may not be sub-
/, .. . stituted; all retu'ement payments w111 cease: with the tcacher’s death o ‘
o 'OPTION IV.a FACTOR ~' o e e
L, We shall confine ourselves to the case where the, bcneficxary S e IR
R is to receive ‘one-fourth of the teacher’s allowance. (Opuon WVea - . oo
- is rarely chosen for a fraction other than one-fourth.) B
- ' Since comparatively few- contributors. choose Option IV-a, . T
| table of Option TV-a factors has not been constructed. : A
o 1 | ‘There is a simple. formula which gives the mathematical rela- : ‘ R
RV R “tionship between Optxon 111 factor and the Optlon IV-a factor. . P
S e 'Itmthm R A R - 3

G O YL P P P B - S
o v i

SEVI R . e 2X O uon III Factor \ " oo T
SRR ;1'\. S Option IV-'@T F?“,”"\’ : + ption III Factor T AR AT

Coed

\
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.(a). Mult : III factor by 2.
b) Add ¥'to the Op _non 1T factor. (Tlus done ‘simply- by :
placing the’ digit 14in: front of the declmal value of the /
.. Option III factor.) = " .. N S
| (c) Divide (a) by (b). The quonent is the Optlon IV-a factor. L EL e
"~ < For example, from Table 14, the Option III factor fora woman ~ ~ °° o . . . *.
e of 65 with a woman beneficiary 5 years younger 1s 8382 Sub- L R
I strtutmg thls value in the formula above, e N S S I

B AR .OPF’i*“’,ﬂ','IV-a Facor = %“3%

AL et o

h ““3 "l - "o ’ X . . ’ . . ' B 106764 A ! = . ‘ . ‘

| | iwe
T T Lol N |

. S Hencc, the Optlon IV a: factor for a wo_man of 65 w1th a woman o ) S, g

N - beneficiary 5 years younger is .9120. : T

, 4. . Example: -'A man retires at age 70 namrng his daughter, age E .
S SR 40, as benefrcrary If his maximum retirement allowance is $7,500, T R .

L . what will he receive under Option IV-a if his daughter is to receive ¢~ .~~~
R . an’annuity equal t6 one-fourth of hlS retlremcnt allowance u : Ve

| : P lus death? | f o R

S B TR " From Table 12 the Opuon III factor- for a man of 70 w1th R S

o : ‘ a female beneficiary 30 years younger is .5597. = o e

* To find the Option IV-a factor, substitute 5597 for the Oﬁuon o T e
III factor in the formula given above. Hence, S e R

ST R ox 5591
T Option IV-a Facmr | iT—55—97 |

(53

-

e : : ' - —1.5597

.

e e e e e Tl
4
AS

-
L a

.0
L

.

The Opuon IV-a factor in thls case is 7177 -
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‘Upon . hls cfcaﬂl hls'daughtcr, 1f llvmg, wﬂl mcewc onc-fourth
$5“382 or about $1, 345 each year as. long a8 she hvu. -
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e CHAPTER 2
"fi_'OPTION |v b SERVICE RETIREMENT

R

-~
4

- P’HON IV-b is sometimes” referred to as the “hfe msurance”
e ooption because, hke life insurance,. it-provides that'a’ specxfied
lump sum shall be pdid {6 the beneficxary (er the estate) of a retired
' ‘teacher upon his death. Also, since January 1, 1962, a teacher retiring -
, nder Ophon Vb may, under, certain conditions, elect to hatve
- a specified lump sum pald in the form of an annuity to-a deslgnated -
o - beneﬁclary this nght is sxmllar to that available in most insurance

. »
. : -,

it

R BENEFIT PAID AS A LUMP SUM e ' _
. 'The teacher choosxng Opuon IV-b .may prowde t(hat lus bene-
"= ficiary shall receive a lump sum- of $1, 000 6r-any multiple of $1,000;
© . ' however, the lump sum may not exceed‘the/'annulty reservg (total
-~ " contributions of the teacher plus interest). -
.. %" .. ASin the case of other retirement options, the cost of Opuon
RS IV-b depends on ‘the age and sex of the teacher and of course, on

P .:the amount set aside for the 'Beneficlary. L

Opuon IV-b provides: that a fized sum, selected by the teacher, |
"shall ‘be paid to the beneficiary or estate upon the death of the .
teacher, regardless of ‘the number of years he lives after retirement. It -~
" is particularly useful in the case where the teacher’s probable span
~ of life, based upon his own health and the history of longevity in his
family, is of normal length or better. Some teachers with no depen-
. dents have chdsen to leave a small Tump sum, say $2, 000 or $3, 000,
| under _thiy opuon to pay for funeral and other final expensel. e

e b e awesh s o e e
. .

COST OF OP'I' ION. IV-b

N Table 17 enables a teacher to calculate his reduced reurement
: al!cwance if he retires for service under Option IV-b.

\

ot i R e a

v - . \
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©© .. 'The teacher-first finds the cost per $1,000 in the appropriate
"o - column of Table 17 on the line corresponding to his age. H¢ then
S - multiplies-this figure by 2, if he selects Qption IV-b*for $2,000; by -
4 3 for $3,000, etc. The teacher need only subtract this cost from <~
.7 ¥ - his maximum retitement allowance. The result is his reduced retire- *
%, "% . ment allowance under Option IV-b for the'lump sum selected.
Ut .. . [Example I: Miss R, appointed in 1927, retires at age 57
', . - %~ under Option IV-b, making her niece the beneficiary of a $10,000
ST . "lump-sum payment. Her maximum annual retirenient allowance is
oo X T $5,000, What will her reduced allowance be under this option?

R a .

A
P S
AR
sl
i

o S I B | TABE e
. .= ANNUAL COST PER $1,000 CASH PAYMENT
S L UNDER OPTION IV-b° - - :
A © . Service Retirement '

o " < Ageat ",v , . Teacher Appt'd . ' Ageat
" "Rettre-’ ~ Teacher Appt'd - After Aug. '$3 & Teacher Appt'd Retire-

-

R v, ment . Before Sept, '43 Before July 47~ - After June 47 ment

(5]

: ’ , Gy Man Worn}rn © Man  Woman 'Man . Woman
. 50" _ . 3564 28 . 3020 2521 . 3270 2767 K0
BT 3723 2994 64 0 2635 3445 2882 . 5.

DR L B2 T8N 3A6 347 2786 - 3549, 3004 52
e e T LBty 40T, 324507 3479 2884 3732 3134 83
o i T B 4281 3424 3k52 3020 - 3905 - 3270 - 64

. BBY L1 4445 3593 3835 3164 4089 - 3445 . 55

LT e 56 4682 - 3173 4030 3307 . 4284 3569 - 56
SRR B BT A2 | 3964 4238 3479 . 4492 3732 5T
R : . B8 . BI59  A4LSB°. . 4459 3652 - - 47u3 3905 58

B9 'B421 4385 4656 - 3835 . - 4948 -4089 - 59
0 - 5702 4615 . 4947, - 4030 T 5199 4284 60
61 6002 4862 5215 4238 5468° 492 6
‘82 - 6324 5125 5502 4459 ° 6753 4113 62
o o, 63 - 6667 5406 . - 5809 - 4696 - E059 4948 83
P T 4w . 7036 5705 6137 4947 6386 Sl o4
T 2 7430 . 6026 . ' 6489 5205 6735 . 5488 65 -
U . 66 ~ 7853 6370 . 6865 8502 ' 7110 ~ 5753 4b
e ' 67 - 8307 6738 7248 . 5809 . 7SIl - 6059 &7
el YL e 819 M2 TIOL - bLaT . © 7942 . 6386 | 68,
T 6 9321 7554 . BKe5 6489 8404 6735 6
T I | .70, _ 9886 8008 . . 8665 6865 . 8900 - 7110 & . 70
STl T T 10A84 - 694 9201 7268 9434 - BN < T
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" Conulting Table 17, we find that, for a woman teacher, age

B ]

IR . 2% .~ 57 and.appointed before September 1943, the cost per $ear for each

"+ % $1,000 under Option IV-b is $39.64. Hence, $10,000will cost Miss
. from'$5,000 to $4,603. Upon her death, her niece will receive.a -
- any time. If her niece predeceases her and no. other bexeficiary is

. named, the sum of $10,000 will be paid to Miss R’s estate. .
.. -Example 2: Mr. S, appointed in 1944, expects to retire at-

%+ . age 65 under Option IV-b. Assume that his

. i < to receive a lump sumi of $15,000, how much will Mr..S recéive
% as aretirement allowance? . . -

" - R about $397. Her retirement allowance will accordingly be reduced

e limp sum of $10,000. Miss R may substitute another beneficiary at

ur -b.. | s.maximum retirement
.. allowance will be $7,000. If he should naine. his on as beneficiary .

.0 From Table 17, a male téacher, appointed after August 1943 and’

. $1,000 reserved for his bencficiary, Therefore, $15,000 will cost Mr.
8§15 x $64.89, or about $973. His maximum ‘retirement allowance

of $7,000 will be reduced by $973. Mr. S will accordingly receive -

- $6,027 annually. for life. Upon his death, his son will receive a lump
- sum of $15,000. The beneficiary named in the option may be changed

by the teacher, even after retirement.

e R BENEFIT PAID AS AN ANNUITY .~ . ' -
~“' ., In the opening paragraph of this chapter, we stated that a

~ * . teacher retiring under Option IV-b may, under certain conditions,

. o elect to havethe lump sum specified therein paid to the beneficiary - o \q :
R *in the form of an annuity for life. This right was granted by" the T~ SN

Re‘tircm’exithoal‘d shortly before the State Legislature amended the -

- - Retirement-law to permit a benéficiary under Option I to-receive . -
L + . 7 an'annuity for life ifistead of a lump sum. ' SRR
IR f v - T'h : tWO new options (Optxons I and IV.-b with the benefit

| e e -+ payable as'an annuity) are valuable additions to the list of options-
R\ .. ; «. onretirement that have hitherto been available to teachers.

. before July 1947, retiring at age 65, will pay $64.89 yearly for each -

A DL . . -The right to have the bénéfit: under Option IV<b paid inthe

* .7 . - form of an- annuity asures the teacher that his ‘beneficiary - will -
™.« - - recéive regular monthly income for lifé. This right is- especially
%0+ useful in the <ase of a beneficiary who is_ingapable ‘of handling. .
*+ - % large sums of money prudently. =~ o .
- i+ - . . However, it must be remembered that, where an annuity is .
4 (- - chosen for the beneficiary, should the beneficiary die after the decease
W -, . of the teacher, no further payrﬁents;t‘:anbe‘ made to anyone.
| e e \\ |
1 :\ '-“AD',.“ .4\.."‘.“" ';
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- .~ cONDmONSTO®BEMEr , . - . -
Y ... " .- | The special conditions under which the benefit under Option e
R i+ IVb may be paid ip the form of an annuity are as follows: o

": % L. The specified lump sum reserved for the beneficiary- who

© 7 <7 is to receive,an. annuity ‘under Option IV-b must be not less than
oL e + 2. Nothore than thrée beneficiarics shall havé been designated
& et ' at.any time to receive the lump sum under: this option.. © .- .
R R T more than one beneficiary was named ‘to" ‘receive the: ety
L e specified Jump. surh, the teacher may- elect, cithei at the time of " '
R R R o Tetirement or on a subsequent date, to eljminate all but one ofthe , 7
7o . designated beneficiaries, and to ‘have the lump sum paid to the

" s+ Temaining beneficiaty, in the form of an annuity for life. © - . NG
©" 7+ 7 4 TIf the beneficiary designated to receive ‘an annuity under .
R .. this-option predeceases the retited teacher or if the retired teagher:

..t %7 desires to change the beneficiary, the bencfit will be paid in the form "~
S of a lump sum only-to a néwly designated beneficiary or beneficiaries o

- .® . - or, in the absence of such designation, to the teacher’s estate.. = - - o

23

S« . 7.7 CALCULATION OF ANNUITY TO BENEFICIARIES -. -~ =
.~ ™ .+ TheRetirement Board resolution relating to Option IV-b requires
_ BT - ' that, as in. the case of Option I, the table to be used in «calculating -

U the annuity to the beneficiary under Option IV-b shall be the same | e

B ‘as that used to calculate the annuity payable to the beneficiary und_a/ R

. R i " Option A. The table used to calculate the annuity to the beneficiary

.., 7 .7, . under Option A.is Tablé 24 in Chapter 18. Table 6, given'in .

Chexe o e Y "Chapter 8 s idenitical with Table 24. Either table may be used. We

e K/_é, Y .+ . " shall referto Table 6 in our discyssion below. ; -

- . v
N -~ .

LT J-(z— ..., "The anmuity payable under Option IV-b depends on the age -~ :  «
' <7y o+, . andsex of the beyeficiary at the time of death of the retired teacher. =~
CaNT . Itwill,of coursg, also depend on the amount of the lump sum payable.
E A ‘Jj,toithé‘bcneficia S e Y L
ST o Table 6 w:'z. eniable’ one to calculate - neficiary’s annual -~~~ ¢
« % . . . * ‘ anniity béginning on the date of death of the teacher. The lump- -~ =~ . 7~
——. . . 7 '_° . sum is multiplied by the appropriate Option A fattor given in the : o
5 T table. The result is the beneficiary’s annuity for fife.\ - . . - .
* .~ " Example 1: Mr. T, appointed in 1925, retfres at age 64 . -
S t. 4. under Option IV-b. He named his two sisters, Miss A and Mrs. B, R
e A ~ as beneficiaries to share equally after his death in the lump sum of '~ © = . !

.

»

-
L

L R ~.-$20,000 specified in thé option. His maximum retirement allowance - . .
s . .5 $6800 per year. What is Mr. T’s reduced retirement allowance? -
Lo L I S . 7 T ot R T iy
. ) . : . o i Rt . . 5. . R
N B * . W3 . o R . i B ’ @
. .,.u \é‘ ) ~ N s - ‘ ¥ 68 . ‘
e B . ~ - : - . - > £
" TR o s Je - . )
L . o - S j,‘ o ~ @ . ( TN , - .- Y
L I N e mmre o e PR RS n '
. T‘"’ (' i N “% 4 LT R
. . o ’ . ~ . 5 , - ~ - .
i t R ) & ) . h . ‘ ", ) . N .
- v “ - N y ce a \ . . . - >
“," ~ . v - } . \ - a
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| « o First, we shall determine the cost to Mr. T of Option IV:-b for
e S -$20,0002_lUSing Tablc' 17:‘w'e"fingl that for 2 man of 64, appointed -
Lo o e before September,1943, the cost of $1,000 lump sum :gder Option’
B R A SR .7 1V-b.is $70.36 per year: Hence, the cost of $20,000 ufider Option
e e T ;. TV-b is 20 x $70.36, or about $1,407 per year.' Mr. T’s reduced
SR e Teso s retirement allowance 3s $6,800. less $1,407, or $5,393. S | B
F T T “*Example 2: Referring to Example 1 above,-one year after Cel SRR
- e ¢, his retirement Mr. T decides to have the lump sum of $20,000 paid, ( B e
f o 1" 7 upon his death, to Miss A in'the formof an annuity, thus climinating -+ = - '
L e s M. B as a’ béneficiary. Mr. T dies several years later when Miss A .. .. . IR
T T ‘When Mr. T dies, Miss A is 68 years old. Her annuity, will be -
P SRR calculated by using Table 6. According to this table,.a woman of .
s~ . -+ 68whois the beneficiary under Option IVb will receive $.1042 per -
oo T year for each dollar in the lump sum specified in_ the option. Hence, =
o TV T Miss A will receive $20,000 x 1042, or $2,084 per year for life. =~ S
3 P R . Had.Miss A died ‘before Teacher T, he could have elected to . . - |
1 .. .0 have the benefit under Option IV-b paid to Mrs. B or to any other S
A R . person; but, under present regulations, it could be paid only ina .’ |
¢ ... o [lump sum. H Mr. T failed to name a°new beneficiary after Miss |
b e _ A’s death, the lump suth would be-paid to Mr. T’s estate. |

., o IMPORTANT NOTE

‘i - Although Option IV-b has been sclected by many teachersin =, |~
o =t recent years, all teachers are urged. to have Ofption I on file at the =~ (\ :
R T A I .‘Retirément Office. This is recommended in order to provide maximum LR
T O .+ protectjon for dependents while the: teacher is in active service, At . S
i L1 retirement, Option T may be changed to Option IV-b or to any -other R
. option. - . . . DA o

. o . .
- . Y : ; %
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OPTIOH IV c—SERVICE RETIREMENT
o f
o o . .l

]
PTION IV-c, desplte the des1gnatlon IV really isa member of
- the’ Option I family. There are four members ifi the family: o .
1. First, we have Option I Without any modification. Here T
 both the pension reserve and the annuity reserve are guaranteed ‘to L
- the teacher and his beneficiaries. If theﬁ'etlred teacher chooses Optlon v
I and does not, before he dies, receive the full amount in the pension = R
and annuity reserves, then the ba]ance must be pald to hls bene- . T
ficiaries. . SN
.. . 2. The second member in the 0pt1 n I family is Optlon ITon
the Pension only. Here only the Pension or, city reserve 1s.guaranteed . L
_to the teacher and his beneficiaries. = '} . [
* . 3. The teacher may choose the third type of Optlon I He :
| ’may select’ Option T on the Annuzty only. Here only the Annmty -
reserve is guaranteed. .
4. "The fourth member of the famxly , called Optlon IV-c.
"'iHerc, too, only the Anhuity reserve is guaranteed However, under
this option, the guaranteed reserve decreases more rapidly than under ~
g Optlon 1 on the Annuity only—about twice as rapidly. An 1llustra '
. tion will best clanfy the difference.
Co Example: Mrs. T retires at age 62. If she chooses, no optlon,
s she is entitled to a retirement allowance of $6,01 yearly—consrstmg ‘
- ofa crty pension of $3,300 and an annuity of $2,715. Her annuity
- reserve is $30,000. This sum represents Mrs. T’s coptributions during
~ her teachmg years, with interest added. This teacher has two relauvely
N .mexpensWe plans for guaranteeing this $30,000 reséyve. \
, Plan A. Mrs. T chooses Opuon I on the Annuity only. Under
_this choice, her pension will remain $3,300; her annuity will be
- reduced.to $2,283, Her total annual allowance will then be $5,583.
Her' insurance at the time of sstirement will be the annuity resery
- of $30,000. This insurance will be reduced annually by the y l
: ;annurty of $2 283. » '
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= - If Mm. T should hve only ﬁve years after reurement, tne anmnty S
% " reserve will be reduced by 5 x $2,283, or by $11,415. The bene-
% ficiaries will then recéive thednfference between $30000 and $ll415 o
. w . orthesum of $18,585
...+ Plan B. Letusnow assime that Mrs. T, underthefacmgwen,'
- ., . above, chooses Option IV-c. Her pens:on will again remain $3,300.
~* Her annuity will be reduced from a maximum of $2,715 to $2,518;, -~ =
.+ _her totdl annual allowance ‘will now be $5,818 (as compared with ‘»
AR '$5*583 under Optlon I on the Annuity). Her initial insurance wit.  ©
" 7" again be the annuity reserve of $30,000. However, this insurance .= = - SR
will be reduced more rapidly—by twice the annual annuity each SEPSE
~ year—by twice $2 518. The rcducuon 1n the reserve will then, be _'
$5,036 yearly. |
" If Mrs. T should die five ycaxs after retlrement, the annmty
. reserve will be reduced by 5 x $5,036, or by $25,180. The bene-
M ficiaties will then re'cwe the difference between $30 000 and $25 180, S
¥ or $4,820.
. Note that Option IV-c is less expensive than any of the’ other 4_
© selections under Option I; however, the i insurance (ot rwerve) de-
o ;-creasaatafaster rate. : -

-

. L . . TABLE I8 Sl 3
’ OPTION V¢ FACTOR e T
| |  Service Retirement S - S
SRR Applleeble to Tuelms Appomied Before July 1, I947‘ o
14 ' Age el' , ; . o, Ag"e at o T,
7, Retirement s ‘Man- : Woman - " Retirement o :
55 5014 : M9 55 - o
86 S04 . g4 - 56 | o
E 57 - 8998 9403 : 87 - o T
88 . 8980 | 9379 ST ge ' R
q B T T f9329 o 0 e
i S T T 3 i . o - .
L R 28907 9“215 62 I
4 S S '+ RN -7 ) © e S -
i 65 - - 86 -, 9188 " . & S———
o~ 86 .83 © 9153 N S
RN B .61 B T (1T 67
R v e - & . 9082 6o
8 Y a4 S048 L, 8 |
' A 70 8713 - 9017 70
, e 7 . : '.‘“1 R 497 - |

* The eomsponding ﬂgures for 'Illose eppoinied on enJ eﬂer July . 1, 1947 are.
" somewhat smaller than those shown ebove '
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. somewhat lower than ‘the correspona}ng figures shov

4

~ Table 18 gives the Option IV-c factom on aemce retirement -

The Option IV-c facto:s for those appointed after u

- applicable to all teachers who were appointed. before July 1, 1947.

194-7 afe

The teacher’s maximum annmty must be multiplied by the

‘appropriate. Option IV-c factor' given in the table.

N e product is
- the teacher’s reduced annuity under Option IV-c. The pension from™ -

- the city must be added to the redueed annuity to ‘obtain the teacher’s z
~ retirement allowance under the option.

Example ‘Mr. W, who was appomted in 1920, reurec at age |

 65. His annuity reserve amounts to $26,400. His maximum retire- | - .
- ment allowance is $6,500, consxshng of an annuity of $3,000 and a -

pension of $3,500. What will his retirement allowance be if he chooses

. _Optlon IVc?

. From Table 18, Mr. W’s annuity will be $3,000 x .8856, or

e about $2,657 per year. His pension will remain $3,500. His retirement ~

allowancc under Option IV-c wdl be the sum of $2, 657 and $3,500,

or $6,157 per year.

If Mr. W should die one year after rctu'ement, his beneficlary :

i WIll receive a lump sum equal to $26,400 less 2 x $2,657, namely,

$21,086. If Mr. W should die at the end of the.second year after
his retirement, his bencﬁclary will receive $26 400 less 4 x $2, 657 or i

- $15,772.

 "Each year' thce the amount of the reduced amnuty ($2 657)
will be deducted from the annuity réserve.: Upon the death of the -

"~ retired teacher, the remainder of the annuity reserve, if any, will
- .bé paid to the beneficiary. At the end of about five years, theré will
~ be nothmg left for the beneficiary, but the retired teacher will contmue ;

to receive his retirement. allowance of. $6,157 for life. ‘

The chief advantage of Option IV-c is its low cost to the retired

the most deurable one for him.

" teacher. Since this option gives protection to the beneficiary for a b‘
tomparauvely short period, a teacher with dependents should in-
~ wvestigate all available options before decldmg that Opuon IV-c 'is
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. DISABILITY, RETIREMENT ALLOWANCE

v -’ . JU _»’... ) : . o ‘ . : , | / -
. ‘ .  {_' v g - . . A _ o -
A TEACHER may be retired for disability if, after ten years of
% city service, he is. physically or mentally unable to perform
his school duties. o e
- A teacher retiring for disability receives a retirement allowance
- for the rest of his life. This allowance, as in the case of service .
retirement, consists of a pension from funds provided by the city and -
an annuity from contributions, by the teacher. - - T {
| This"chapter will explain how to calculate the ‘disability retire- o
, ment allowance when the teacher retires on maximum alloWance_f
S T that is, without an option. Chapters 15, 16 and 17 will be devoted \ -
e . to-the calculation of the retirement allowance when the teacher- - -
- chooses an option. We"shall first consider the annuity part of the
maximum retirement allowance. S o

- THE ANNUITY - { - Lo ' S -
~ The annuity depends on the amount in the teacher's annuity
fund and on the age and sex of the .teacher. Table 19 below. gives
the annuity for cach dollar in the teacher’s annuity fund at the time

- of disability retirrment. o 1 ST

ST It will be observed that the annuity figures in Table 19 for those

- appointed after June 1947 are smaller than for those appointed

S prior to July 1947. This is due to the fact that for teachers appointed
7. 4 after June 1947, interest' on their contributions is credited at the - L
~'. 4 rate of three percent per year, whereas the rate of interest on the ~ +

S “+° _contributions of teachers appointed prior to July 1947 is four percent. |

- Should legislation be enacted granting four percent interest on con-
..~ tributions of teachers appointed after June 1947, only one set of
| -annuity figures will be used for all teachers retiring for disability;
"= namely, the set on the left in Table. 19, which is now used exclusively

. fOHTm appointed prior to July 1947. | - N
T v ' 73 L ‘° C . » ' . ) §
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| - ANNUITY PER DOLLAR IN ANNUITY FUND* - S
- . . Disability Retirement = . et

H"'v.v
. 7

-

- I - Applicable o all teachers sxcept those eligible for service uh‘iomoﬂ

A . - Teacher Appointed . - Teacher Appointed . .
ST i s lof.ou'July 1947 - AfterJune 1947 . LR
T Age " Man ' Woman " Mam Woman Age .
- 0703, . 0667 : ) . b2t - . 0587 38 - o |
y s 05 0689 7 v - 0625 - 0589 0 - 39 R
A0 T or09 0672 -7 U o629 0893 T a0 . L e
| BT TR+ [T B+t R T 0835 0898 “
R 0720 o882 0841 0504 TR o
e oo BT omY 06e8 o e o8N 43 -
S B LI TR 0867 618 4“ :

0744 0704 . 0688 0627 435
0753 .07i3 0675 0836 4
0763 . 022 s5 o5 0 g
om fomz 0896 0656 .4 T

49 '

50

51

52

BTE AR
w
o®
W,

e
< A

A T SN el
%
3

Uy,

RS
»

o o784 0743 - 0707 0866
0809 0766 » 0732 0890
0823 o779 - . oMé  .0703. ..

o837 073 om0 on7 53

< 0852 .0807 o o6 om2 3
088 0822 - 0792 . oM -
0885 0839 0810 0784 - s
0904 0856 . B . o ) :
0924 0875, , - ‘. .
0% oms -\ S

- 017 0982 e LR e

4073 0I5 . - .o | Ce

L}

‘ ot ok

. :'”bll peclal 'p‘li'_tbﬁ pur dollar. in SMOI'FO% reserve uypon“‘n&qmnf» for . o R - N
‘ Cu ‘“ '”. o ) . o K . o I v . . » L
-t Figures for age 65 are given for those retiring for disability over M2 whe have
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T o .~ Inorder to obtain the annuity of a teacher retiring for disability,
1+ one simply multiplies the amount ir the ann ity fund by the ap-
“{ - propriate figure in Table 19. The result is the yéarly annuity part
- of the teacher’s maximum retirement allowance. . - =
- A comparison of Table 19 with Table 1, which gives the
- multiplier, for calculating the annuity for service retirement, shows _
that the annuity is larger for disability than for service retirement® -
# Exception: For a male teacher appointed ore September 1 e annulty
~ is larger under service than undem?;fuﬁm! if b.gi?ﬁtzh’.w older.

. _ "
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4 lcaélqn ‘who is el:pgzblcfor service tetirement may be mircd for
 disability; however, in that case, the service mircment annuity table

- (Table-1) will be used..

Example 1: Mrs. H, ap

inted in 1938 retired for disability

- at age 53. The balance.in her annuity fund at the time of retiremen
.+ was $20,000. How large is the annuity part of her retitement allow- '_

“ance? .
~ " Table 19

" at age

ment allowance? :

/Mr. J was appointed after June 1947. Hence, the less favorable .
in Table 19 must be used. This table

“ column of figures on the right

G | indilcatesw(kat for a woman of 53, appointed hefore
- July 1947, the annuity multiplier is .0793. Hence, Mrs. H’s annuity,
.. Will be $20,000 x .0793, or $1,586 ‘per syear for
"} < contributions will provide the pension part of ‘Mrs.
. .allowance. (The calculation of the pension will be
, - oninthischapter)y - - - . - T

- Example 2: Mr, J, appointed in 1948, retires for disability
| 54. Assume that his contributions with interest amount to
$19,000. What is the amount of the annuity

life. The. city’s
explained later

part of Mr. J's retire-

shows that for a man, age 54, the annuity multiplier is .0776. Ac-

* cordingly, Mr. J’s annuity

. THE PENSION -

I 4
7

_ amounts to $19,000 x .0776, or $1,474
- . annually. for life. In addition, he
-+ furnished by the city. Together, the
. stitute the teacher’s rttirement allowance. -

receives a pension from funds
pension and the ‘annuity con-

.., .. The pension part of the disability retirement allowance is

+ -, composed of two separate sums: (a) a normal pension resulting from

- the city’s normal contributions and (b) a '

- from the additionial payment asumed by the
- in‘wrder to provide the teacher with increased take-h

" NORMAL PENSION.

special pension derived
city since july 1960,

e-home pay.

For a teacher under the old law" (one who has niot elected

o e under the Clancy law), the normal pention is 20% of

his average salary plus an additional 1/5 of 1% for

- city service in excem of 10 years. The maximum normal pendion

| in his case is 25% of average salary.

- For-one who is covered under the Cla

of credited service. However,
the Gmcth retires for

>

i . - : < i kool s st e e ke o e am e
[N NPV SR P L SIS NS P VRURIPRUIRE So S P WG st st X

'H'§ retirement

| Clancy law, the normal

salary multiplied by the number of years .
the law provides that, if a teacher under

disability, his normal persion shall not be

.




- le.u than it would Imvc been had he not elected Clancy cmm'age
- . For example, tnder the old law, a teacher whio retires  for
 disability after 20°years of city service receives a normal pension of
22%ofhmaveragesalary (20% plus 2% for the lOyeammexcels
of 10 years of city service). Under the Clancy law it would appear
that this teacher’s normal pens:on is 20% (1% for each year of
© service). Since the normal pension®f a teacher under the Clancy law
< ., shall not be less than it would hfive been under the old law, this
"+ 7+ teacher will receive a normal pension of 22% of his average salary

o THE SPECIAL PENSION | - - o
R SmceJulvl,l%Othecztyhasbeenpaymgapanofmu
- teacher’s contributions for him. The city pays this iri addition to th .
* normal rate required to furnish the teacher with a normal pension. -
‘This additional payment by the city, with interest, is used to provide a
" special pension at retirement, calculated in the same manner ‘as the
~-'annmty furnished by the teacher’s own contributions. -
: - Takle 3 on page 27 gives the amount of the'special. pensnon
" reserve (that is, the additional payments by the city plus interest)
- on behalf of a classroom teacher who has been on maximum salary.
- since Jnly . For a teacher retiring for disability, who has\not been
~ on maximum salary, an mdmdual calculatnon of the spcclal pensl :
- reserve must be made. '
: ‘The annuity part of the dxsabnlnty reurement allowance was|
N ound by mulnplymg the amount in the annuity fund at retirement
.- by. the annmty muluplner shown in Table 19. n like manner, “the
- ‘special pension in the case of disability retirement is found by
- multiplying the specxal pension- reserve (from Table 3 if the tencher |
~has been on maximum salary) by the appropnate figure in Table 19. -
S Example: Mis K, appointed in September 1944, retired for -
- disability in September 1963 at age 43. She was granted one salary
 differential in 1956. She was nct entitled to any additional dlfferentla,l o
- She. had served continuously since her appomtment How large was .
| berlpeclalpenslon at -retirement? LT
Since Miss K was appointed before July 194:7 and since hcr S
| _nlaryu that of & teacher with one salary differential only, Table 3, . -~ * - .
Columanllbeuaedmhercasetofinddlespemlpenaonreserve - AR
- . The figure shown in the table for September 1, 1963 is $1,290.
: To determine Miss K’s special pension, we use-Jable 19. This
. table shows that for a woman teacher of 43, appointed before July -
~ . 1947, the annuity multiplier is .0688. Since the special pension reserve,
; 'mhereue,amountedto$l290 herspec:alpens:onwas$l290x

7“6'_
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osaa or sab per year. Tlns will be addcd to hc;r normal pension

to gwe the total pension part of her retirement allowatice. Her
. maximum retirkment allowance will also include the annuity part

based upon the amqﬁunt in her annmty fund at retirement. |

. SUMMARY |

To summarize' the proccdurcs given in thxs chaptcr, let us con-

_ sider the case of Mrs. N who was appointed. in September 1947,
. She retires for disability at ‘age 45 with credit for 23 years of
. "service. She elect coverage under the Clancy law. Her accumulated
 contributions amaqunt to $24,000. The special pcns:on reserve in her
- - case is $800. Her average salaryls$9000 How much is her maximum-
~.  retirement allowanee?: ~

~ Since Mrs. N was appomtcd after July 194-7 it is nccc&ary

to use the less favorablc figures on the right in Table 19 ‘in order
0to determine both her apnuity and her special pension. The figure/

- given in the tablc for a2 woman of 45 is .0627. This is the multnphcr

~ used for calculatmg both the annmtyaand thc specxal -pension . for
MmN - |

“Hence, Mrs. N’ annmty is $24: 000 x 0627 or $1, 504 per ycar
Slncc she is under the Clancy law she is entitled to a normal pensxon

of 1% of her.average salary for each of her 23 years of service.
. Therefare, her normal pension is 23% of $9,000, or $2,070 per year. -
-~ The special ponslon in"her case is $800 x .0627, br $50 yearly. '

‘Mrs. N's maximum retirement allowancc is the sum of thc

| ‘.annmty, normal pensnon and special pensxon The sum of $1,504,
- $2,070 and $50 is $3,624. Mrs. N receives this 'sum annually for
~ life if she does not choose an option. o | .

'Y

[':"'_.'Awoaoopc»‘urlon S T

A queluon sometimes arises in the case of a sxck or. dlsablcd ~

" - teacher who i is eligible to retire under the 55-30 law and has neither
- completed 35 years of service nor reached age 65. The question is . .
-~ this: “Should I retire for service under tlie 55-30 law or should I -

: :cancel* my coverage -under that law and retire for disability?” . o
o There are many aspects of this' problcm which affect individual -

.« teachers in different ‘ways. Tt seems unwise to make any statement’

. . on this subjecg, here which, although hclpful to some tcachcrs, may

be- harmful to others. = ,

eA tucher who has been oovered by the 55-30 law l‘or a period of one year or

"longer may cancel such coverage by filing the appropriate form at the Retire-
-ment Office. He will thereafter be eligible for regular service retn'ement only
after complemg 35 yem of lemce or after reaching age 65.

» a 7,
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It is bfgmed tlmt those who coutemplatc dzsabzlaly retirement

, a[ter they become ehgzblc for retirement under the 55-30 law consult | e F
~the Retirement Office or a recognized pension authonty who, u' " s
conversant with relaied income tax matters. | I N

Optxons .on d:sability mtlrement will be treated m th next D
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o A TEACHER may retlre for dtsabxhty without choosmg an optron' o
S L for his beneficiaries. This is known as retirement On MAXIMUM., @ - (T
TN ; .', Af he ‘desires to make provision for his benefictanes, he chooses an~ - ‘% "
. option. In‘this case, his own allowance is*reduced i in order to pay
 for the benefits provided for his beneficiaries,. |
- The options available to a teacher who retires for service (ex- -
pla.lned in chépters 6-13) are also available to the teacher who retires k ’»
for disability. Th:s chapter will” descnbe Option I in connection with
 disability retirement. -
- Option I always involves a guarantee qf the teacher’s ammzty : °_" .
reserve or of thé city’s pemzon reserve or of both reserves. o
S . When the teacher wants to GUARANTEE only his own contnbuuons\
B _' (mth interest), he chooses Option I on the ANNuUITY. only B R
.77, .. . When the teacher wants to guarantee oply. the city’s- cantribu- _ / N
. tions (the pnnsron lu:sznvn), he chooses 0 tton Ion the pstrorz R
’ only s

LI

o

L A. - When the teacher wants to guarantee both his own contnbutrons Sy
s 'and the crty’s contnbuuons, then he chooses: Option- I. The ex-. .- \
AP pmon, ‘OPTION 1,” withont any lumtatron, tefers to the guarantee of B
-+ .. both the annuity reserve and the pension reserve. | K\/ |
.+ 7. . Example: Teacher T is informed that if he chooses no opuon- ~
~ " his annualallowance will be $5,000. He is also informed that under -
S e - Option I, ‘he’ will receive $3,800 yearly and.that the guaranteed. - -
~amount will consist of his annuity reserve of- $20,000 and of the ~

’ S \, pemzon reserve of $22,000—a total guarantee of $42, 000. :
S If T retires under Option I and if he dies before he has received - - -
R theguaranteedamountof$42000 then the balance will be paid - .
~ to his benicmnu. If T should die cight years after his retirement,
hewnllha received 8 x $3,800, or $30,400. Since the guarantee =~ N
' is for $42,000, the beneficiaries will receive the dnfference between-- T
. 342000 and $30400—that is, $11600 o o
’ p _‘W_‘ or _*t w,, e £ e-mm&;~»-rw~— w-\wtuﬁeﬂ,_.,ﬂ_ w
- | ‘ 2 -‘;‘. . o :. \}d‘\’
L R
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o Note. No matter how long T hvw, he w111 contmue to i'ecelve e
i A $3800;nnually e
: - .~ We-shall now cxplam how to dctemune the reduccd retlrement B -~
allowancc when a teacher retires for DISABILITY and chooses OptionI. . « -
~ We shall later show how to calculate the Guaranteed Amount which- | S
i thc Imﬁal Insurancc undgr this optlon. . .o
REDUCED ALLOWANCE UNDER OPTION | » ) L
* ~* ."In order to obtain the reduced allowance upon retirement under } R
. an opuon, it is first necessary to calculate the maximum annuity and‘ S
- maximum penslon. 'The teather then multiplies the maximum annuity - R
by tbe appropnatc Opuon | factor on the anmuty part, and the LT
o amEnet : - R R
. ) | I OPTION | FACTOR S ot T ‘*« .
W R Disability Retirement - Co B T
‘ Socﬂon A: Appllcnblo fo teachers appoinhd boforo July l941, except those eligible . : ‘
. for service roﬂromonf. : " o, o,
o . MALE TEACHER F;MALE TEAQHER' _ | ' :
Age Annuily Pension Annuty .~ Penion . Age ' o R
9 7631 7923 7803 8071 0 ~ B ’ 1
4' . ) e 01639 . -7933 ’ « o1.|'. : ms * * 4' ’ . . * . )
3 T840 T 7936 ¢ T 4. RN
@ - 737 . 7935 'J820 - 8091 .43 ° , o
4 L JeiT T 3920 J800 . 080 s e
. “ s N .1603 om o . .11“ : 0.“' S ‘ ’ ) Ll . - ] ‘ | o
4, S I O 1R 7749 - 8038 e Lo 8
M B T TJe65 SoomE g2t 4 0 T e T
50 S a5 T84 o J703 8001 3 50 . . R :
. 5' é o 'ma e 01'2' ' '01671 ‘ .19.2 : s" : . ’ . e i S g
52 . 4m 7805 JES) 7960 52 SR
“ -’ . .1“3 -77.3 . %1620 v .7936 . '3 ” R » ‘: . - * . . ’ . .
54 <413 758 J589 <. 91 C 54 e
55 - ° J380 J730 . J555 7884 55 P SR §
5 . TM6 . L7703 ST - 78547 56 - . | R
ST A RO 373 400 | 78%2 57 . . SR
Y IR 1 B (< 2 S |- R T N 58 o / 3
o 5’“ : 20 228 01604 ) ' .73?5 J755 “ 59 - v I '_" v
o R C 30 st 17300 . L7674 el S -
62 L0190 484 M8 833 62 - . -
© 63 CL1026 7439 Ji92 J584 L8 7,
“ co A%y 1393 134 7837 o4 ST "
%’ Ae e 7075 ,.mb CoO T ‘
. F!gum for age 65 ere given for ihoso roﬁnng for diubilify ovor 64'/3 wlm luvo - C N {
’ nohnclml cgo 55. . L o o - A
. . ¢ 1 - ) ) j ’ . . - l
i r » ¢ ; . :» o
S l‘ ' .n - . :3 - ’ ) j . .‘ ) .‘
. ‘.-\ . ) N ‘ i _v . 7 f . «-:f‘
wamw ROk g~ TR wr;v’ﬂ St #f"":*—m-fm-_ - ) ; . ,
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. B O R Disability Re?iumpf S UL

- Section -8: Applicable to teachers appointed after June 1947, excopt those eligible
.« “far service retitement, o S

S B o7 .U MAETEACHER -\ BEMALE TEACHER e
g <Age .t < Annulty  .Pension « . Annuity  Pension. . _Age
ooy e - 3me JO97 . T 754 . 888 T ,
o T R "t SR~ S+ 7879 M o
T L e hes 1m0 J569 7888 T &
T R TR " S . 564 g8es s AT S
SRR s om0 mw T s e . a4 IR
L e s L mee . 76 C e 7868 N I I
‘. S s N | PP 7320 J678 7523 - J888 . 48 R
e g BON 783 783 - g
43 : L0219 J647 , 7482 o Jd024 - . 48,
| R . R A - S 44 )
B R U S JB81 3800 740 w3 g5
L e : B 1 R J204 7589 e 7400 J760 51
e .82 . e BN 1m . m
DU S T £ I - SRR -+ N+ 5
L M 00 7mI3 02 0 54
e T dm s e e 5

e ? ' maxjmum pension* by the Option I factor on the pension part of the
~1*7 ', -retirement allowance, The Option I factors are given in Table 20
, - 7 . (Sections A and B). - o _ '

T e " ‘It should be noted that: . : ) - =
B e 5 L 'The Option I factor on the annuity part is smaller than
N R - the Option I factor on thé pension part in every case of disability

o ] . retirement. (In service retirement, the Option I factor is the same

RS SR forboth parts of the retirement allowance.) -~
R L X - Comparing Table 20 with Table 4, which gives the Option

.0

., I factors on retirement for service, jt is apparent that reduction
10y of the retirement allowance of a woman retiring for disability under
" Option I is considerably greater than the reduction of the ccorrespond-
ing retirement allowance of a woman retiring for service. The
~_ difference in the reduction of the retirement allowance of a man
' retiring for disability and for. service is not so marked.. - 3
1 s 3, Comparing Sections A and B of Table 20, we observe that
Lo _the Option I factors for three percent contributors (those appointed ,
;“ L o * * * . ® The maximum pension consists of the‘flum of the normal peniion (from normal

N S e o ‘contributions by the city) and the special pension (from the 5% contributions
S e . 'by the city. to give the teacher increased take-home pay). ‘
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- after June 1947) are less favorable than those for four percent con-
* . tributors  (those. appointed before July 1947). If the law should
. be amended toincrease the-rate of interest on the contributions
* of teachers appointed after June 1947 to four percent, Section B_
" _of Table 20 will no longer be used. Section A will then apply to”
all'taches. -
. Example of Reduced Allowance under Option I: Mr. M, age
50, appointed in,1938, is entitled to a disability retirément-allowance
- .. of $4,300 per year if he retires on maximum allowance. His annuity
7 'is'$1,800, his normal pension $2,400 and his special pension $100 -
", per year. If he chooses Option I, what will his reduced retirement
" allowanceamountto? - i* e
 "Since Mr. M was appointed before July 1947, we must use the
~ Option T factors in Section A of Table 20. For a man of 50 the’ -
" Option I factors are .7523 for the annuity and .7846 for the pension.
' Hence, Mr. M’s reduced annuity under Option I will 'be $1,800 x -
. .7528, or $1,354 per year. | e
' His maximum pension is the sum of his normal pension ($2,400)
and his special pension ($100). Hence, his total maximum pension
~ amounts to $2,500 annually. Accordingly, his reduced pension under
~ .Option I will be $2,500 x .7846, or $1,961 annually. His total retire-
- ment allowance under Option I will be the sum of $1,354 and
" $1,961, or $3,315 per year for life. : ' >

“INITIAL .INSURANCE OR GUARANTEED AMOUNT
~ The annuity reserve and the pension reserve constitute the
_* " Total Reserve or Initial Insurance under Option I. The annuity
.. * " reserve consists of the sums contributed by the teacher with interest.
1/ . The pension reserve consists of two parts, the no pension reserve
. ‘and the special pension reserve.  ~ - v o
.. 'The normal pension reserve is obtained by multiplying the
_teacher’s maximum normal pension by the appropriate ‘multiplier
.- given in Table 21 below. R sl
" The special pension reserve consists of the additional contribu- = |
 tions (with interest) made by the city for the teacher since July R
"1, 1960. The special pension reserve for all classroom’teachers on S
. maximum salary since July 1960 who will retire before 1971 can be b
" obtained from Table 3 or can be estimated from the figures given i
in that table. L _ -
. Combining the normal pension reserve and the special pension
reserve we obtain the total pension reserve. The initial insurance is
* >the sum of the total pension reserve and the annuity reserve. -

w
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| Exaihplg‘: Lét us turn to the case -of st N given on pagé |
| _ as follows: Appointed in September =
- 1947. Retires for disability at age 45. Accumulated contributions

:77. The facts in her case are

$24,000. Special pension reserve $800, Total ‘service 23 years. Average

‘salary $9,000. Elected Clancy coverage. | o ;-
.- Based on these facts, we calculated her maximum disability
-~ retirement allowance to be $3,624. This consisted of an annuity of

- $1,504, a normal pension of $2,070, and a special pension of $50

-

y

a , MULTIPLIER FOR FINDING -
- NORMAL PENSION RESERVE UNDER OPT ION |
~ . Disability Retirement : L
. Applicable to all teachers except those oligible for service retirement
Teacher Appointed - Teacher Appointed '
. Before July 1947 After June 1947
Man ' Woman Man ~ Woman Age
12.854 13.530 14.530 15382 3
12808 13498 14455 - 15320 = 39 -
12,737 13.436 N 14,353 15.225 40
- 12647 13349 . 14228 . 15.i01 41
42 - 12,541 13242 14.084 . 14.952 - 42
- 43 ~ 12421 13.120 - 13.925 14.785 43
“ 12290 1298 13.753 - 14.603 “
45 12.151 12834 13.572 14.409- 45
46 12:.003 12,677 13383 14.205 ‘46
47 11848 -~ 12512 13,186 13.995 47
413 1688 - 12342 12982, 13.776 48
49 11.522 12.166 12,774 13.552 49
) 11.350 11.983 12,559 13.321 80 -
51 C1LI74 - 11,796 + 12,340 13.087 51
" 52 10.991 ll;603‘ 12.114 12.845 52
- 83 . 10.804 11.405 - 11.603 12.600 . 53
7] - 10612 11,202 11,648 12.349 54
. 10414 . 10.993 11,408 ' 12,093 .65
56 10212 ° 10.780 11.163 11.833 56
87 10005 10,561 o -
88, . 9.793 10338,
5 95677 - 10411 v
. ) 9.356 2000
' %213 9644 ‘
Y - - 8903 9.405 .
6 84673 %162
oM - 8438 8916 .
5 8201 8468 X
* Figures for age 68 are given for those refiring for disability over 64%2 who have
. not reached age 48, S : - ‘
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'If she chooses Option I, (a) what will Mis. N receive per . |

year, and (b) what is the amount of her initial insurance?
(a) In order to obtain Mrs. N’s reduced retirement allowanoe

under Option I we must turn to Table 20. Since she was appointed
after June 1947, we must use ‘the Option I factors in Section B
«of the tabje. For a woman of 45 the Option I factors are .7541 for

the annuity and .7868 for the pension. Mrs. N’s maximum annuity

$1,504 x- 7541, or $1,134 per year.

" Her maximum pension is the sim of her norm.al pension, $2’,07Q,‘

T

»

$1,504. Hence, her rediced annuity under Option I will be

a d her special pension of $50 a year. Hence, her maximum pension v~

amounts to $2,120." Accordingly, her reduced pension under Option

©Fwill be $2,120 x .7868, or $1,668 annually. Mrs. N's fotal retire-

‘ment allowance under Option I will be the sum of $1,134 and
$1,668,%r $2,802 per year for life. o remy

~ (b) “To.find the initial. insurance, we first use Table 21 to
determine the normal pension reserve under Option L. In the column

for teachers appointed after June 1947 will be found the normal
pension multiplier, 14.409, for 2 ‘'woman of 45. Mrs. N’s maximum -

normal pension is $2,070: The product of $2,070 and 14.409, namely,

$29,826, is her normal pension: reserve. S
* Mrs. N’s special pension reserve is given as $800. Her annuity

" reserve consists of her accumulated contributions, $24,000. =~
' ‘The initial insurance is the sum of the'normal pension reserve, -

N - -
]

%

.. in the reserve under this option paid to the beneficiary either as a |

the special pension reserve and the annuity reserve. The sum “of
$29,826, $800 and $24,000 is $54,626. This is the Initial Insurance
or Guaranteed Amount under Option L. S o

Each year the insurance will be reduced by $2,802, the annual

retirement allowance of Mrs. N. If she should live exactly ten years

after her retirement, she will have received 10 % $2,802, or $28,020.

The beneficiary or estate will then reccive a lump sum equal to the -

difference between $54,626 and. $28,020; namely, $26,606.

OPTION I—BENEFIT TO BENEFICIARY PAID AS AN ANNUITY

"As explained in Chapter 8, the Retirement law now allows a

téachcr who retires' under Option I to elect to have the balance

" lump sum or in the form of a monthly annuity for life. Furthermore, .
~ if the teacher has named a beneficiary to receive the benefits under

. ¢ L Pl . ) .
. . . v R N tL *
. L] )
b ' :
’ .
.
Rl e o e >
: N
.
a0
i

Option I, but has not elected to have the balance of the Guaranteed
Reserve paid in the form of an annuity, the beneficiary, upon the

‘dea'th.ofj the retired teacher, may elect ‘to do so. If, however, the

AL
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4" - balance in the reserveat the time of death of the teacher i less |
4 - than $10,000, payment to the beneficiary will be made only in the
.y . form of a lump sum. e - oy
S A ~_Table 24 on page 100, which gives “the multiplier for con-
~ verting a lump sum into an annuity+under Option A, is also used -
to calculate the annuity to the beneficiary under. Option I. (See e
Chapter 18.) The balance in the reserve available_to the beneficiary .
" at the time of death of the teacher is multiplied by the appropriate o
- - ~~Option A factor given in the table. The result is the annual annuity =~
. payable to the beneficiary for life. = - o S
Example: /, Consider once more the case of Mrs. N. Let us = .
...~ .1~ assume that, upon her retirement for disability, she had named her
T i sister, who was three- years older than Mrs. N, as beneficiary to
v . . 4 - receive the benefit under Option I in the form of an annuity for life.
. ¢ . Mrms. Ndicd ten years after retirement, leaving a balance of $26,606 -
i 'y in the reserve under Option I. When Mrs. N died her sister was 58
S years old. What was the amount of the sister’s annuity? :
&~ _In consulting Table 24, we must use the column of figures
.| .. applicable to the beneficiary of a teacher who was appointed after
24 . -June 1947 because Mrs. N was appointed in September of that -
i 7. . year. These figures are less favorable to the beneficiary than the
1 " corresponding figures for beneficiarjes of teachers who were appointed "

. prior to July1947. o S . |
.. Table 24 gives .0705 as the Option A factor for a woman of
. 58 who is the beneficiar
" .. To calculate the annuity f
-/ - of the guaranteed reserve ol
S DA the sister of Mrs. N will receiv
Clo 0 is, 81,875 annually for life. [

of a teacher appointed after June 1947.
Mirs. N’ sister, wé multiply the balance
606 by the decimal .0705. Hence
ahnuity of .0705 x $26,606, that -

17 ' OPTION I ONANNUNY ONLY . o
o0 b T v We have been discussing Option I on' thé full retirement allow-
IR O ~~ ance—on both the pension jand the annuity. However, a teacher may

4+ . choose Option I on one part of the retirement allowance—either on

. the pension ‘art or on the annuity part. Here 'is an illustration of |

"+ Option I on the aNNuUITY only. o BT o
. .. i .i. .. Mis G was appointed in 1940 and retires for disability at age -
coY 0 1 .52 She is informed that, on maximum retirement, she would receive

- ~ a pension t:?!,OOO and an annuity of $1,500. Her annuity reserve

(her contributions with interest) is $19,255. She chooges to retire.
- under Option I on the ANNuITY only. She wants to insure her own
. annuity fund. Her maximum annuity will now be reduced.

8

%
&
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i e ToﬁndthemducedannmtywemmtoTable 20, Section A.
" In the Annuity column under Female Teacher and corresporiding to
| age52 we see the decimal .7651. The maximum annuity of $1,500
~ given above is multnplled by .7651. The product, $1,148, indicates
- the reduced annuity. To this we add the pension of $2,000. Hence, - .
... C's retirement allowancew:llnowbe $1, 148 plus $2000 or $3, 148 ‘
X . -yearly for C’s life. - P
S R ‘The total insurance of. $l9 255 u.reduced each year by $1, 148;' e e

o ‘b:, P yennafter retu'ement, she will have recelved from the ANNU!TY fond .
7N Btimes $1,148 or $5,740. Since the total annuity reserve was $19,255, © -

% .- 'the beneficiary would receive the dnfference between $19,255 and =

e 85,740—that is, 613515 ‘ ,

HAVE YOU FILED AN OP'I‘ION I BLANK?- -

L ~ 'The filing ‘of an Option I blank is nmportant for most teachers.,
-+ - It is especially important for those teachers who have completed
.30 years’ semceorwhohavereachedcfeGS The protection to the - “
" beneficiaries of these teachers through Option I will be explained m‘f e
Chapter 19, which deals with the “Death Gamble” law. o
. The filing of Option I is equally important for teacher who -, -
s ~ has completed ten years-of “city” service and who close relatives © - &
-  who are financially dependent on him. Option I is essential where . °*
- the teacher unfortunately becomes seriously ill and is eligible to retire -
for disability—but is not yet eligible to retire for service. -

.- An illustration will help explain this. Mr. R, after teaclung 20 SR
: yea.l‘l became fatally ill. He was eligible for disability retirement;
.. however, he was too ill to apply for retirement. In the case of |
~ disability, the wife or another close relative may file the application
~for retirement. R’s wife, W, filed an apphcatlon for her husband’s °
, - retirement at the office of ‘the Teachers’ Retirement ystem on
March 1, 1963.

. . Retirement for dxsablhty does not go into effect unlels the - -
" teacher lives more than 30 days after the application has been filed: =~ 4 .- |
.~ Rdied on April 5—35 days after the application was filed. Fortunately ~ =~ = -
.- ¢ for the widow, R had filed an Option I blank ip, which he named
- his wife as beneficiary. Thlshadbeendonebelare he becameill. ., -~
‘When he became seriously ill, he was incapable of signing any papers. -~ ., ¢
~ No one may file an option on a. teaclwr‘s behalf—not even his wife. BT,
. What was the amount of the benefit that W received? She =« . = -
received (a) the teacher’scontributions (with interest) which amount- & /.

: .- . - ; - ! ,
86 . . . I . d
: - : e b S A R
. R s - N - . ) IS .
) . B . o ) . R




~ ed to $17,000 and (h) the city’s pension reserve of $23,000. The
Rl'hdmbuquﬁnd,,ﬁm_mcbmeﬁt,wtheﬁdwm‘ k
~have been (a) his own contributions (with interest), $17,000 as
. above, and (b) $10,000 as the city's benefit—a. total of $27,000,

-
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OP'I'IOIIS ll AND lll DISABII.ITY RETIREMEIH?

e
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St f : EN A 'I'EACHER ret"-cs undep OPuon Il or Optlon lll

he purchases an annuity for a designated beneficiary. Should

~ the beneficiary predecease the retired teacher, no one will obtain any
benefit from cither of these options; all retn'ement payments wﬂl B

cease with the teacher’s death.

Under 0pnon I1, upon the death of the teacher, the: beneﬁclary,' :
if he survives, receives each month for life an amount equal to the

teacher’s monthly anmuty, or’pension, or both. Under Option III,
the beneﬁmty receives one-half of the teacher’s monthly annuity,
or pension, or both The teacher, at the time of retirement, may

elect Option II or Option III for the pension only, or for the annyity "

only, or for the entire renrement allowance, that is, for both penmon '
and annmty . o .

aeoucso ALLOWANCE UNDER OPTIONS Il AND Il * -

- When Opuon II or III is chosen, the maxlmum allowance
(pennon, annuity or ‘both) is multiplied by an option factor in
order to obtain the teacher’s reduced allowance. This factor depends
upon the option selected, the age and sex of the teacher, and the

and sex of the bencficiary. Since the beneficiary under Option~
III, if he survives, receives each month one-half of the monthly

amount received by the retired teacher, while the beneficiary under
Option II receives the same “menthly amount as -that of the retired
tedither prior to his death, the maximum allowance of the teacher-
will not be reduced as much under Option III as under Option 11

These two options are not frequently. chosen’by teachers retiring

for disability. Hence, extensive tables of Options II and III factors -
on disability retirement have not been prepared. Alnmtednumber |

dmchfactonmgwenm’l‘ableﬂbelow
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R TAMLE 22 . "
; ; . _ SEVERAL OPTION Il AND Iil FACTORS K
) R - - DISABILITY RETIREMENT . o
L SoalonA Appliubloiomdunappoinhd before July I, 1947 ‘ o
e (Eplcncﬂon: M50 F45 means a male: inclm. ago 50 at M&omﬂ. with a fomlc - -
Co. ": o , bonoﬂchm age 45) : _ o
a “Teacher and . Option 1. - Optien 1l .. Teacher and
e Bonsficary . Factor + Factor  Beneficlery -
{ - MBOFMS - 4727 043 M50 F46 T
,MBOF® - A% : 4233 MSO F49 - . i
Imsem - s & S8 MmE2 .
_ . - MBS PS8 N 2 MS6 F8§ :
TR MSFSS b - T Y 5
i o MBbF2Y . 83N L 7006 MB6 F29 ;
-~ ME2FSS. . 4624 * R . M62 F58
Mét Fol. 4492 : 2018 Mé4 Fol g
gl RO MBI e 2958 F46 M5!I
F50. MS§' © 8006 Y F50 M55
- F53 M4S . ' v 492 F53 M4s
ah CFTM0 560l | 7180 © FS7 M20 o
| .- F40 MsS Cam | 2567 - Fé0 M58 e
. FSOF4Y -~ nn . a3 .° PR -
F83 Fe0 7889 5820 F53 F60 ’ :
FS§ F35 $017 . asI3 . PSS F3S
| e HO F§7 . .70" N ‘ .0240. _ F60 F57 (
i " o ‘ms ms T .mé N '- .1534’ e M Mis s §
‘ . Example st R who was: appomted in 1937 retires for. | &
d:sablhty at age 50. She: named her husband, age 55, as benefici i
.. under Option II. If her maximum annual retirement allowance is
) - $3800 how much-will shé receive under this optxon’ How much "
. will she receive if she chooses. Option III? L
) ‘The Option II factor for 2 woman appomted before July 19{7 |
B who retires for disability at age 50, maming a man, age 55, as
beneﬁmry, is .8006. Multiply $3,800 by. .8006. The prodyct,. $3, 04-2 | 3
" is the amount that Mrs. R will receive each year for life under this 4
. - option. Upon her death, Mr. R, if alive, will contmue to receive
| " $3,042 annually as long as he lives. |
- The Option III factor for 2 womak appointed ‘before July 1947, -
who retires for disability at age 50, pamis man, age 55, as it
" beneficiary, is .8893. Hence, the ann ent . allowance of
Mns. R will be $3,800 x .8893, or about $3,379. Uponherdutb '
S pherhmbandwnllrecuveone-halfofthusum,orappmmatdy N |
- $1,689, eachyurforhfe. , . ' B
o | i 0 .
M *;%f,;l;':,;. “ _,,, e o ”J ‘ *
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TANE 22 i
A SEVERAL OPTION il AND Ill FAC’I'ORS
,‘, T " DISABILITY RETIREMENT®

: Socilon 5 Applkablﬂo teachers appolnhd aﬂor June 30. 1947
(E:plmﬂon M45 F40 means a male teacher, age - 45 ot uﬂnmnf. wlﬂv a fomalo

* . much will he. réceive under the option?

The Optioh II factor for a man, appomted after Junc 1947 »

 who retires for disability at age 50, natmng a woman age 49, as . .
. beneficiary, is .6858. Multiply the maximum retirement allowance,. '

$3,500, by .6858. The product is $2,400. Mr. T w1ll receive this

amount annually as long as he lives. Upon his death,, his- wife, if she -

survives, will continue to receive $2, 400 yearly for hfe.

" OPTION lV-o o

0phon IV-a is similar to Optlons II and III in that it provndes . a
a hfe annuity for a' designated beneficiary when the retired teacher |
-dies. The anmnty received by the beneficiary is one-fourth, or some
other fraction approved by the Retirement Board, of the teacher’s -

annuity, or pension, or retirement allowance. T!ns opuon is ramly

. bonoﬂelaty. agﬂd) : |
 Teacherand Opﬂoll n - . Opﬂon M 'ruelnr and
T Boneficlary Factor R Facior . Ionoﬂclcry '
M48 F40 A J985 MAB'RMO
-~ MBO M6 T 624 ~ - JJ969 M50 F46 .
- MS0 M9 A58 ' 8136 - M50 F49
. M0 30 4939 S - 8193 M50 F50
- MS3 P83 M7 | 98 M53 F5%
MS6 F50 498 T m MB5FS0
- Mé0 F37 R N ~» M6 F57°
CFOMA 05 . a9 P50 M4s
F50 MB3 a4 - a7 Fso Ms3
O REMI0 a0 . [T A F55 Mé0
48 40 42 8160 - F45 F40
" FAF 7080 BN 429 - FeAF3
o mssMso- w0t e M55 M50
- Examph Mr T, who was appomted in 1948 retires for o
dmbihty at age 50. He named his wife, age 49, as beneﬁmary unc‘l)erff o
'Option II. If his maximum retirement _allowance is $3,500, h '
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" OPTION IV-b-DISABILITY RETIREMENT _.

>

e e N erabkmﬁwwfﬁw - ; P AT - ’ .
. H . N . - -7 N - . . i : _‘ )
e

OPTION IV-b prov1dc.. that a spec:fied lump sum® shall be
LR paid to the designated beneficiary (or to the estate) of a retired -
4. % teacher upon the latter’s death. Also, since January 1, 1962, a
- 4 .. teacher retiring inder Option IV-b may, under certain condmons, _
s+ elect to have the specified lump sum paid to ONE beneficlary in the\ "
< 7 form of an annuity. .
! . As in the case of other retirement options, the .selection of B
Optlon IV-b results in a reducuon in the teacher’s maximum retire- 3

" ; - ment allowance . Cr
g Yy ..REDUCED AI.LOWANCE UNDER OPTION Vb L ‘
R Table 23 will enable a teacher to calculate his reduced retirement

- .~ allowance if he retires for disability under Option IV-b. _
RS S The teacher first finds the cost per $1,000 under the option in
R the appropriate column of Table 23 on the line corresponding to
- his age at retirefnent. He then multiplies this figure by 2 ifhe wishes
_ - torelervealumpsumof$2000underthlsopt|onf0rhlsbencfic1ary_.
.3 by 3for $3, 000; etc. The teacher subtracts this cost from his maximum

e H retirement allowance The result is his reduced retirement allowance X
£ ‘under Option IV:b fof the lump sum selected.
-t Example 1: Miss L was appointed in 1932. She retires for
. { disability at age 51. Her maximum retirement allowance is $4,300.
- She chooses Option IV-b, making her brother the beneficiaiy to
receive $5,000 upon her death How much will Mm L reccive
during her lifetime? -~ '
The cost per $1,000 under Optlon IV-b is gnven in Table 23 . )
This table shows that the cost to a woman of 51, retiring for
. dlsabxhty, who was appomtcd before July 1947, is $37 34 for each
- ‘ "ﬂe lump sum may not exceed the amount of the teacher’s accumulned con-
_ tributions. . - R
. ‘ - . | o P
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oo $1 000 rwerved for he,r bcnefxqary under this option. Hencc, $5 000
S -will cost 5 x $37.34, orabout$187 Thlslstheamountthatwlllbe
U S subtracted from Miss L’s maximum retirement allowance.-Her maxi-
SRR o -~ ., mum retirement allowance of $4, 3’00 will be reduced, by $187. Miss
o . N . L will then receive. $4,113 ycarly for life. Upon her death, her
| | brother, if he survives her, will receive $5,000 in cash. If the brother
S . predeceases Miss L, and no other\beneficiary is named, the lump
S sumeef 5,000 will be paid to Miss L’s estate. ,
o . Exa ample 2: Mr. J, who was appointed in 1948 retires for
o . -dlsablhty at agc 54. He sclected optio IV-b naming his daughter
e B | = | TABLE 23 R
S e e LT . ANNUAL COST PER $1,000 CASH PAYMENT
R R S UNDER OPTION IV.b =
, L e - Disability nRehromen* A
L .’ O o vooo Applncublo to all teachers except ihoso ollgublo for service uhromoni
. SR T U Teacher Appoun{ed T Teagher Appointed 5
o B ... Before July 1947 .. After June 1947 .
. : S Age Man  Woman ‘ + Man Woman Ago
: W38 3101 2748 , 3286 . 29.0 . - 38
A " 39 327 2764 | T 3288 2934 39
. 40 . 3166 27.95_ ' : 3333 2972 40
| N : 4 o 3206, 2239 . - 3349 . 3020 Y |
‘ , o 2 73277 2894 ... 3454 3080 42
S . 8 . 3347 2958 _ - - 35.27 3149 43
S e ‘44 3425. 3031 . 3608 3225 Y 7 S
N 6 3509 3112 3697  33.09 45
, TN % 302 3199 . 3791 39 . TR
f ‘ . ‘: ,’ 3700 3294 L © 38920 3496 . )
; n . - 48 . 3005 . 3394° - - - 4000 3598 - - 48 °
| : 9. 39.07. 3/o0 - 4114 3706 - 4
L 50 ' 4036 3614 . 435 822 ., 50
| ST 1) . 41.63 37.34 : . 43.64 3944 : 1)
52 4298 3882 . 4501 4075 . 52
5. 441 ' 3997 . 4646 4202° . 83
S R 54 4593 . 4142 . 4800 - 405 54
Co : 88 4755 4296 - . 49465  45.14 . 58
o ’ 5 . 4928 4400 5139 4679 56
- 57 B3 4834 S . . o o
R : | . 5519 5047 . S
i S B 5743 5228 : _ o a
‘; e . 6002 5453 S
; .6 4238 8693 . o |
. i "t 8509 - 5949 o o
. L “ 8801 6223 - .o
;~ t 5° S JE S AT /)7 , T
: : . * Figures for age &5 are Mn for those retiring for disoBiIHy over 64l2 who have
N i ' g ninachdago“. L : ‘ ' L ’
! [ 3 92 'v N
. . .
. 1 | N . L3
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as beneficiary to receive a lump sum of $4,000. If his maximum
retirement allowance is $4,200, what will Mr. J’s reduced allowance
. SR ¥ be undeg the option? o S
K R Mr. J was appointed. in 1948. Hence, in using Table 23, we
. -4 4 . mustuse the column which applies to teachers appointed after June
4 = 1947. For a man of 54, the figure shown in the table is $48.00. This
i .- means that the cost to Mr. J of reserving $4,000 under Option IV-b
1 .is4x $48.00 per year. Hence, $192 will be subtracted from Mr. J’s
~» .1 'maximum retirement allowance of $4,200 to give him a reduced
S - allowance of $4,008 per year. Upon his death, his daughter (or any
- other désignated beneficiary) will receive a lump sum of $4,000. -

I" .. OPTION,IV-b—BENEFIT PAID AS AN ANNUITY  ° Ny -
~ In the first paragraph of this chapter we stated that a teacher |
. . -  retiring ‘under Option IV-b may, under certain conditions, elect to
Sy {° . have the specified lump sum paid to onE beneficiary in the form of
L .+, an-annuity. (The reader is referred to Chapter 12 for a discussion
e 5 + ‘. of the conditions under which the teacher may exercise this right.)
’ o ' Asin the case of Option I, the table to be used in calculating
the annuity to the beneficiary under Option IV-b is the same table
(Table 24 on page 100) as that used to calculate the annuity payable
. to the beneficiary under Option A. The Tump sum* specified in
1%~ Option IV-b is multiplied by the appropriate Option A factor given
.- .+ .in Table 24..The result is the beneficiary’s annuity for life. -
.1~ Example: Mr. S, appointed in 1928, retires for -disability at -
T j _age 59 before le is eligible to retire for service. He named his sister . <
" *as beneficiary under Option IV-b for $10,000. He specified that, =
. i .. upon his death, his sister is to receive the benefit in the form of an Y
4 - annuity for life. His maximum retirement allowance is $5,600. What ~ .~
- is the reduced retifement allowance of Mr.-S? If Mr. S should die . L
after retirement when his sister is 70 years old,- how large will hef
annual annuity be? - . S i .
First,” we shall determine the cost to Mr.'S of selecting Option
IV-b for $10,000. Using Table 23, we find that for a man of 59, o
appointed’ before July 1947, the cost of $1,000 lump sum under =~ = - ..
" Option IV-b is $55.19 per year. Hence, the cost of $10,000 is 10 = | Y
x $35.19, or ‘about $552 per year. Mr. S will reccive $5,600 less =
$552, or $5,048 each year for life.© S o
* The benefit under this option may: be paid in the form of an annuity only
© if the specified lump sum is not less than $10,000, s an

T
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| When Mr. Sdles,hlsmsterls70 years old. Her uity will
be calculated by using Table 24. According to this table, for'a woman
- of 70, who is the beneficiary under Option IV-b of a -
| “pomted before July 1947, the multiplier to be used is .1120. Since -
- the sum under Option IV-b was ‘$10,000, the s:ster will receive

' $10,000 x .1120, or $1,120 per year for life. |
S Ier S survived his sister, he could elect to have the benefit -
under Optlon IV-b paid to another pe%son but, -under 'present
- regulations, it can be paid only in"the form of aflump sum; if he
- failed to name a new beneficiary after his sister’s death, the lump- .
-'_‘summllbepandtohlsatate B

e OP'I’ION IV A ' ‘ | g o
. Because of the lnmted protectlon it gwa the beneﬁcaary, Option |
UV-c is not recommended in the case of retu'ement for dlsablhty '
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 CHAPTRR I8
~ THE DEATH BENEFIT

- B °

" ""_HE PRECEDING chapters explain how to determine the retire-
¥ ment income of a téacher who retires for service or disability
- under the various retirement plans available to him. They also show.

~*_ how to calculate the aniount payable to the surviving benefitiaries

© THE DEATH BENEFIT—TEACHER NOT ELIGIBLE TO RETIRE: = .
. First, let us recall the conditions under which a teacher is
. eligible for regular service retirement. o o

(or the teacher’s estate) upon Tthe death of the retired teacher. We

v lAR e AW e

-

shall now turn our attention to the benefits payable to the survivors

- of a teacher who dies while he is still in service.

® ' The benefits payable to the beneficiaries of a teacher who dies

~ - 'before he is eligible for service retirement are, in-almost every case,
~+ less than the benefits paid if the teacher dies after he has reached -
. ecligibility for service retirement. This chapter will confine itself to -
_ the amounts payablé to the beneficiaries (or estate) -in the event °
~ of the teacher’s death before he has become eligible to retire for

- service. The next chapter will be devoted to the benefits payable
-in the event that the teacher in service dies after he becomes eligible -

-

(1) A teacher who elected coverage under the 55-30 law, is -

- cligiblé toretire for service if he has reached ‘age 55 AND has completed
-~ 30 yeadrs.of service, or - | |

(2) A teacher is cligible to retire for-service after 35 years of

service, or = o | o | =
. » ..',A.

® Prior to April 24, 1961, when the “death gamble” law became effective, the

death benefits described in this chapter applied to all teachers in service,
- whether or not they were eligible fof service retirement. .

o
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" (3) A teacher i cligible to retire at age 65. »-
In addition, a teacher is cligible for service retirement “on
... demand” after he has completed 30 years of service, even if his

7 ageisbelow 55. o o
' .- If a teacher dies before he is eligible for service retirement, his'

- ‘beneficiary will receive, two separate sums. (1) the teacher’s con:

" . {tributions with interest to date of death, and (2) a death_benefit
= . from funds furnished by the city, S S |
.. 'The death benefit furnished by the city consists of two separate «
amounts: (a) the normal death benefit which will be explained -

- below, and (b) the additional contributions made by the city since

- July 1960—at the rate of 214% and later 5% of the teacher’s °
" . salary. The agcumulated amount of these additional contributions is
 identical with the "raex‘ve-fdr-increascd-take-_home-pay,’" described

|- in Chaptep which we called the “special pemsion reserve,™ The .
" beneficiary or the estate of every teacher who dies before retirement

will receive from the city the special pension reserve in addition to
- the normal death benefit. - .

"1 For Teachers Appoirted After April 10, 1929

(a) 'Mini"mum)N'orina‘l Deatk Benefit: For a teacher who

L completed from six months to 10 years of city service, the normal

* death benefit is one-half of the average annual salary during the 5 -
years immediately preceding the date of the teacher’s death.

"Example:” "Miss A was appointed in Scptémber 1953 with no

- prior service., She served continuously until she: died in September

1961. If her average salary for the 5 years immediately preceding

“her death was $7,000, what was the amount of the death benefit?

~ Since Miss A completed less than 10 years of city service, the

" normal death benefit in her case was one-half of her average salary

ok $7,000. Hence, the beneficiary received a normal death benefit
of $3,500. To this normal death benefit was added a special pension

- reserve of $27_0. The total dcath bcn_efit was $3,770. The beneficiary

. : LY . ) . .
® The special pension reserve for a classroom teacher who has been on maximum -
" salary for five years prior to his death is given in Table 3. This table may

be used, in the case of a teacher who dies before 1971, provided that teacher
was on maximum salary for five years prior to his death. For other teachers,

: & separate cakulation must be made: Use 2/2% of the salary in 1960-1961,
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- Y «Jedeived this amount in addition to the teacher’s accumulated ‘con- o e
. 4 . (b) Maximum Normal Death Benefit: For a teacher with - 1
i - more than 10 years of city service the normal death benefit is 5%* R el T
-1 - of the average salary for each year of city sérvice for a maximum s ' '
: oy o+ - Example 11 : Mr. B was appointed in’Septembér 1950 with -
- credit for 3 years of prior service as a substitute teacher. He served B
. continuously until his death in September 1959, His average salary |
. - was'$8,000. How large was the death benefit? : IR e
;- % B had 3 years of city service as a substitute plus 9 years asa . - . . S
.. regular teackier, making a total of 12 years of city service. The normal. . SRR
. ... deathbenefitis 5% of the average salary multiplied by 12, the number :
... ofyeamsof city service. Hence, the normal death benefit equals 609%

st i

. . of $8,000, _or,$4,800. . L _ \ - - B .
i : . Since Mr. B died before July 1960 when the city began paying -
a part of the teacher’s contributions for him, there was no special = -
*~ pension reserve in his case. The death benefit consisted of the normal -~ - SR _
- death benefit only. The beneficiary received $4,800 plus the teachers - " .,
- contributions with interest. | S : S
- - Example 2: Mrs. C was appointed September 1933 with no - SR SR
.. pror service. She served continuously until her death in January - e
N\ .+ 1962, Her average salary was $8,500. What was the death benefit | : -
')\'.i?";in‘hi’:“’e?' R U ST
Co N . Mrs..C had more than 20 years of service. Hence, her beneficiary . oy
a0 (or estate) was entitled to the maximum normal death benefit fora ~° S
. “.{  teacher appointed after April 10, 1929, namely, 20 x 5% of the '
i~ average salary. The normal death benefit, therefore, was 100% of . °
" the average salary, $8,500. The total death benefit was $8,500 plus -
-~ . the special pension. reserve consisting of the city’s additional con- S R
1 tributions for Mrs. C from July 1960 to January 1962. o L,
" Il For Teachers Appointed Before April 10, 1929 -
- For a teacher who was appointed before April 10, 1929, the S
rmal death benefit is 6% of the average salary for each year of ST
city service prior to April 10, 1929, plus 5% for cach year of service < - - o ;

~ * If a teacher, appointed after April 10, 1929, received credit for service asa
‘subititute teacher or in another city department. prior to April 10, 1929, the
- mormal death benefit is 6% of the average salary for each year of city service
prior to ‘April 10, 1929, plus 5% for each year of service after April 10, 1929,
- However, not more than 20 years may be counted in the total service. S

. . - T - . .
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- after April 10, 1929. However, not more than 35 years may be counited
. Exampls: M. D was appointed in April 1928 with credit .

.~ fof 1 year of prior service as a substitute teacher. She died while = :
in service in April 1961. She served continuously, except for leaves
of absence without pay amounting to 5 years. Her average salary '

- was $8,000. The special pension reservé in her case amounted to~ = ot

. $180. What was the death benefit? , KR '

Y. Mrs. D had 2 years of city service prior to April 1929 for
which her beneficiary was entitled to receive 2 x 6% of$8,000, or

. *12% of $8,000. Her service after Apiil 1929 arnounted to 27 years.
For these 27 years, the bencﬁciary was entitled to 27 x 5% of $8,000,

- or 135% of $8,000. The normal death benefit was 12% plus 135%,

- or 147% of $8,000; this amounts to $11,760. To this normal death-
_benefit was added the special pension reserve of $180. Thus, the
total death benefit was $11,940. The beneficiary received this amount

S

~in addition to the teacher’s contributions with interest.

~_ 'DESIGNATION OF BENEFICIARY = o : »
..~ Every newly appointed teacher files at the Retirement Office
.+ * a designation of beneficiary to reccive the death benefit described
~above and the teacher’s accumulated contributions. The same bene-
ficiary (or the teacher’s estate) may be designated for both sums,
-~ . ora different beneficiary may be named for each. S
. §{ —e."7 " Teachers are advised to review their‘beneficiary designations
Zv .+ periodically; if in doubt about who.their beneficiaries are, they should |
~ file a new designation of beneficiaries. A" later designation always »
~ supersedes an earlier one. o , '

-1 OPTIONS ON DEATH:N-SERVICE :
.. "1 " Al teacher may at any time clect o have his accuimulated
. L e 1 - contributions or death benefit or both paid to his beneficiary in

R e e 2 kit EE T P SR T SO TR S G -SRI
. e .
S . . .

- accordance with one'of the following options: o
Oprion A. This option provides that, in the event of the
SR teacher’s death before he is eligible to retire, his contributions with
P i - interest or death benefit or both shall be: paid in the form of an
. : . annuity to the designated beneficiary (or beneficiaries) for life. Upon

S thedeathofthcb:ncﬁg%ryﬁ,’all'i)aymentscease. o A -

b - . Opmon B. Under this option, the beneficiary receives a lesser = .
' | - annuity than under Option A. Option B contains the additional
- provision that, should the beneficiary di¢ before he shall have

. - . E
i e .1‘_..
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o " received the total amount of the accumulated contributions or death.","-
i *benefit or both, the balance shall be paid to another designated =~ .
v . . S . ‘ , =

- Oemox C. Thiscption provides that the beneficiary shall receive
o .~ @ lesser annuity than under Option A, with the additional provision ) e
Vs o B e that, upon ‘the-death, of the beneficiary, a specified lump sum shall |
: " 'be paid to another beneficiary. (Sirice the cost of this option is .

© ¥ .. excesive, it is recommended that Option C be ot chosen.) -
. 0. Ifateacher has named a beneficiary to receive his accuniulated
§  contributions or death benefit or both; but has not selected an option, S
g - the beneficiary, upon the death of the teacher, may choose to have @ -~ -+
~§ +~ . the amounts paid to him in accordance with ‘one of the options . = ..
4 ~ described above. - o S
ks Althoughi it is recommended . that every teacher designate a |
4 - beneficiary, it is generally advisable for the teacher not'to select an =~
4~ option on his accumulated ontributions or death benefit, but to let .
: the beneficiary make the choice. o T T
j  CALCULATION OF BENEFIT UNDER OPTION A -
Table 24 gives the apnuity per dollar of lump sum (accumiilated
3 contributions or death benefit or both) payable to the beneficiary
g . under Option A. The amount of the lump sum must be multiplied by
=  the appropriate Option A factor given in the table. The result is the
. ;- beneficiary’s annuity for life beginning qn the date of death of the
| {"  Care must be exercised to select the factor in the table cor-
i - responding to the beneﬁciary’s‘ageandsc’x,andtousetha‘tpan |
of the table applicable to the beneficiary according to the date of o
B appointment of the teacher—before or after July 1, 1947. - e T
i - Example: Mr. E was appointed in 1928. He died in service = =
= before he became eligible to retire. His wife, age 55, was the - s
- designated beneficiary. Assume that Mr: E’s accumulated contribu- -
o I tions amounted to $18,000 and the death benefit was $12,000. &
A - What did his wife receive under Option A? o
. | The Option A factor for a woman beneficiary of 55, where
] “the teacher was appointed before July 1, 1947, is .0724. The sum o
2  of/the accumulated contributions and the death benefit was $30,000.
v - Multiply $30,000 by .0724. The product is $2,172. This was Mis. < P
S . E’s annuity for life beginning. on the date of death of the teacher. | s
All payments cease upon the death of Mrs. E. o U P
- o
o i i




o . QPTION A FACTQR |
ANNUITY PER DOLLAR PAYABLE TO BENEFICIARY
UNDER ©d) ION A, OPTION | AND- OPTION lV-b

TonhrAppi'J
Agcof ' lcfonJuIyl'ﬂ
- Boneficlary . -Mn Weman
R Ve 28 LT 0809 0495
BT | IR o OB o813
- 3 - 0559 - 0836 -
w4 059 . 0666
. e S b4 0580
1 T 4b - 0686 - 0614
L 0681 0634
BERt 1 o 0724 - 0668
. 82 . 0741 0881
© 83 0758 0695
g 54 . 0776. 0709
. 58 o 019 0724
. 56 Coa. 0817 0741
87 0839 . .0758
- 58 . . -0862 - 0776
A - 2 0087 . 079%
» - 80 094 0817
6l 003 0839
62 0974 " 0862
63 L 1007 0 0887
“ 1062 0 0914
B C .01 - 03
Y 1120 . 0974
& e L1007
o8 1200 . 1042
N 1289  .1079
.70 L W1313 L1120
7 1370 1163
»” 2‘ ‘ I'm I'z"
4 L1872 ¢ .1313
% 1680 .1370
- 76 L1734 L1432
14 C L LJ828 1499
? 7. ’ .‘ . ."23 .“12
B i 2030  .1650
80 « 2014 AT
-8l o 2210 1028

it

il A ppy

-

Teachor Appi'd
«  After June 1947
. Boneficiary
Man . Woman
O414 0402
04334 0418
0456 0437
0486 - 0461
0523 0492
0541 0507
0562 0523
.05“ nml °
0637 054
0653 0696
0669 0609
L0686 0623
- 0705 0637
0724 0653
H748 0669
0767 0686
Lo 0708
- 0816 - 0724
0043 0745
0871 0767
092 0791
0934 0816
. 0N9 - .0043
.1007 0871
1047 0902
. «109% 0934
136 0%9
- WJI18e 1007
1239 1047
4297 1090
- W389 1136
e | 2
a4 a239
<IBT8  .1297 ’
<J689 1369,
J749  1425°
.l’.g 1497
N | LI875
2068 1659 \_ .
2193

L]

T e
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: ,fhad chosen Option B.

- 0636 is $1,908. This would have been

- Iy bythetlmeshedxed Mm.Ehad
famounnng to lcs than the initial

O

Mrs. E’s life annuity nf she

received annuity ,payments
surh of 630,000 the balance would

| . -A"“ o . - " “’ . . TA.LE zs L " _‘
.Y | OPTION BFACTOR
B ANNUITY PER DOLLAR PAYABLE 'I'O BENEFIGIARY o
oL " ,UNDER OPTION B , ’
T durA : T clm 'd X
. g v I:f.m.luly 'l,;" A;:QJMIDA.P::OZ ,
- _Ageof .. Beneficlary Beneficiary Agoof
~Boneficlary - _Man  Woman_ . Man  Woman lonoﬂchry
<80 T 0876 - 0690 1049 0813 50
8l 0566 0598 0510 0521 s
82 ° 0598 0607 0520 - 0530 52 -
83 0610 . 0617 0532 0539 58
54 0622" 0626 0544 0548 54 ‘
-85 0836 0636 0856 0559 @ 55
'. “ ;D o Mo ) .m ' o“’O_ ‘m", o : “
58 0679 L0871 0899 0892 . B8
59 0695 0684 - 0815 " .0603 59
60 LT3 0897 - 0831 0816 o
e < ot L0710 0448 0829 ol
s 6 . 00 0724 0686 0643 . 62
e . 0770 0740 0485 0658 8 .
© v o4 0791 0755 0705 0673 . 44
6B 0813 o772 07271 0889 65
T e 0837 0790 0749 . 0706 86
47 0062 .0809 © 013 0723 67
o . 0916 0849 0824 0762 &
0 7 . - 06 o8 0852 0782 : 70
B [ -0976 .0094 0081 0005 o
CAI.CULATION oF _BENEFIT UNDER OPTION B~
‘Table 25 gives the annuity per dollar of lump sum (accumulated ,
contnbutlons or death benefit or both) payable to the beneficiary
-under Option B. The amount of the lump sum must be multiplied
by the appropriate Optlon B factor given in the table. The result
~ isthe bencficlary S annuity for life begmnmg on the date of the dwth
- of the teacher.
. v ,Example:. In the example given above, supposc that Mrs E
‘ 'had chosen Option B mstead of Optlon A. What would her anmnty
- have been? .
- . . The Option B factor for a woman benef‘ iciary of 55 (tucher
- appomted before July 1, 1947) is .0636. The product of $30,000 and

A
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»

" be paid to her beneficiary (or her.estate). For example, if Mrs.
. E had died 10 years after her husband’s death, she would have
. received 10 x $1,908, or $19,080. Her beneficiary would then receive
. the difference between $30,000 and $19,080, or $10,920 as a
lump sum: e | )
- Under Option A Mrs. E reccived $2,172 per year; under Option
B the annual amount would have been $1,908. The difference, $264,

Option B. .. .

. . E . - ' : .0
" ‘ s ) . : B
.

‘represents the annual cost to Mms. E of the insurance feature in .

v e T

e -
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'« . THE “DEATH GAMBLE" LAW o

-

FOR MANY years prior to 1961, a teacher who became eligible

© ¥ to retire but wished to continue in service, was faced with a

. serious dilemma. If he continued in service and diell before retire-

ment, his beneficiary would receive the death benefit and accumulated

~contributions described in the preceding chapter. If, however, the .

| S teacher retired under Option I, the beneficiary, upon the death
© - * = of the teacher, would reccive the benefits under this option if ‘the -

- i teacher lived at least thirty days after the date of hiy retirement.

.. Should this teacher die a short time after the expiration of this thirty-

- 3 -+ day period, th& amount payable to the beneficiary under Option I, -
%1 would in nearly all cases be considerably larger than the amount
St 7%} % payable to him had the teacher died while he ‘was still in. active o

mce. w‘-~ . . i " : ) . -

- o . . .
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| . DEATH BENEFIT—TEACHER ELIGIBLE TO RETRE -
.+ To resolve this dilemma, the so-called “Death Gamble” law was

2 s St

. 1 cnacted in April 1961. The essential purpose of this law is to protect
. .. .1  the beneficiaries of ‘those teachers who continue to teach after they
4. become eligible for service retirement. S SR
. The main provision of the “Death Gamble” law is this: If a o B

- teacher who is eligible to. retire for service* dies before he has S o
~ actually retired, he is nevertheless deemed to have retired on the -
' day ‘before his death. The benefit payable to the beneficiary (or. * -
{ - estate) shall be the benefit set forth in the latest retirement option

that the teacher had filed at the Retirement Office. . o

——————

. .
B AU N g

~ * The “Death Gamble” law _applies to both regular service retirement and -
~ retirement “on demand.” . 0000 B , - _

“
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{ If thc teachcr had filed no optlon, the bcnefits shall be pald R
in accordance with Optxon @ Paymcnt hf this case shall be made to :
NG the teacher’s estate. ;
;- »>  Teachers who file an option beforc thcy apply for retirement
C SR L . ‘generally file' Option I. Some teachers file no option. It follows
LV R I P then, from the law as outlined above, that if a teacher dies after =
}\ﬁ B " " " . he becomes eligible for service retirement and before he has applied
« . for retirement, his beneficiary (or estate) will,in almost all cases,
"~ receive the benefits of Option"I. These benefits will normally be
~* far greater than they were in 81m11ar s:tuatlons beforc the “Death
e e T Gamblc” law was enacted.
S \\ R - The “Death Gamble” law also applies whcn a tcachcr files an
N ‘apphcatlon for service retirement to take effect on a given date and-
he dies before 30 days have elapsed after the given date. In this
situation, too, the teacher is deemed to have retired on the day before
his death. Thc &nﬁt payablc to the beneficiary dcpends on the
option chosen by the teacher in his application for retirement. .
I R Note: Before the enactment of the “Death Gamble” law, there
v . wasalso a 30-day provision—with an entircly different result. If 2
S, " téacher filed an application for service retirenfient to take effect on. -
-~ a gwen date and the teacher died before 30 days had elapsed after

- . + the given date; then there was no effective retiremient and the option

L " . chosen"was void. The benefit payable to the bencfimary was deter-;
| - . mined on the assumption that the teacher died in “servx

- . - As will later be explained more fully, a literal readi g of the

“Death Gamble” law resulted in a lower” benefit to ‘beneficiaries

-+ jn some cases. To prevent a ult that was never intended, an
“amendment to the “Death Gamble” law was enacted in *1962. Thc
' amendment provides as follows: If a teacher dies under circumstances -
; - when the “Death Gamble” law apphcs the beneficiary may choose’ -
L the benefits under the pre-1961 law 1n lieu of the benefits under. -
o ~ the “Death Gamble” law.
R Example Mrs. F was ehgnblc to retire under the 55-30 law
on Scptcmber 10, 1961. Her city service bcgan in September 1930.
- She continued in service until she died on October 5, 1962 at the '
" age of 56. Shc had Option 1 on file at the Retirement Office. Her
. S avcragc salary was $8,000. She had accumulated $21,000 in .her
T - annmty savings account. The normal pension reserve under Option I
R " in her case amounted ‘to $30,000. The special pension reserve was
$800. How much did her beneficiary receive?
- Since Mrs. F, who was eligible to retire, died while in service,
after the passage of the “death gamble” law, she was deemed to

-

N | 10




RN
\ have retired on October 4; 1962, the day before her death.' Her
* - " Beneficiary was entitled to the benefits under Option I; namely, (a)
~ $21,000, the total of her annuity savings account, (b) $800, the
.. Special pension reserve (contributions by the city for increased-take-
~ . ‘home-pay), and (c) .$30,000, the normal pension reserve-under - .
«i~ Option 1. The tofal lump sum paid to the beneficiary was $51,800,*
. What would the beneficiary have received under the pre-1961 -
- law? The payment ‘would have been made in accordance with the
 provisions for death-in-service. It would have consisted of (a) $21,000,
*.» Mrs. F’s contributions plus interest, (b)-'$800, the special pension -
- reserve from the ‘city for increased-take-home-pay, and (c) $8,000, -
" the normal death benefit (100% of the average salary). The total "~
~ amount payable to the beneficiary under the pre-1961 law would

- have been $29,800. - : o '
.~ = Thus, the beneficiary in thiscas'e,gainch_through‘ the -
.. passage of the “death gamble” law. If Mrs. F had fio option on file,
7 the law orders that the benefits under Option I be'paid to the estate -
- of the teacher. In this case, the lump sum of $51,800 would have

EES l:een'Pald 'to Mrs. F’s estate.

.~ THE 1962 AMENDMENT TO THE “DEATH GAMBLE" LAW - ' .

' The primary purpose of the “Death Gamble” law is to protect -

- the beneficiaries of those -teachers who continue to teach after they . -
-\« become cligible for’ service retirement. The reader knows “that,, if
.-+ one of these teachers dies before he files an applicition for service '

.. - retirement, his beneficiaries will be entitled to the full ‘benefits of
" -Option I' (except in those rare cases where the tedcher had previously
;. filed a different ‘option). 3 co R e

o The law has proved to be of great help to many beneficiaries.

- However, because of a defect in the wording of the “Death Gamble”

+ law, unfortunate results developed in’ several cases.. Some bene-

ficiariés actually received smaller benefits under the “Death Gamble”

. law=ri comparison with the benefits payable before April 1961.

* If Mrs.'F ‘wished to do so, she could have elected to have the benefit under |
- Option ] paid to her beneficiary in the form of an annuity for life. If Mrs. F -
- had ‘not so elected, her. beneficiary ould, after Mrs. F’s death, have. clected .
- to take the benefit as an annuity instead of-a lump sum. L o

Let us ‘calculate the af of that annuity, assuming that Mrs. F’s husband =
-~ was the- designated ity and he was 63 when Mrs.-F died. Table 24
.~ shows that, in the case of & teacher appointed before July 1, 1947, the annuity
factor for a male beneficiary, age 68, is .1007. Multiply $51,800 by .1007.
'I!te_ product, $5,216, is Mr. F's annuity for life. v v . ‘
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" Here is one zllustratzon On August 20, 1961, Mr. G who‘ haql

completed 35 years of service, filed an apphcatlon for service retire-

~ment, In the application, he specified September 5 as his retirement ' \
date and he chose Option IV-b for $5,000. Unexpeetedly, G died on
3 September 2. He had not actually retired; he came under the “Death

~Gamble” law. Unfortunately, the latmt option now on file was
Opuon IV-b for $5,000. The benefic:ary as entitled to $5 000—and
‘N0 more. ’ : J

. Note ‘that if the “Death. Gamble” law d not been enacted, G

' would have been: considered as dying in service. Under the pre-1961 o

law, lns heneficlary would have jeceived these three sums
| ~ G’s total contributions with interest;\ - .
| '2. The city’s normal death ‘benefit which, i
' appromtnatcly a ‘year’s salary—often more; an

‘3. The small special pensron reserve resul 'ng from the clty’s
5% contnbutlons. ,

The “Death Gamble” law was mtended to in

‘the benefits

~ for beneficiaries of teachers who died when they ere éligible for .

- 'service retirement. We suddenly discovered that, i in sqme er(cepuonal'

-

4
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" w for setyice retirement to take effect on October 1,- 1962.
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- cases, the benefits' were seriously reduced.

" To remedy the defect in the 1961 law, arr amendm t was added -

in 1962 The essential provision of the amendment i this: If a
teacher dies under conditions when the “Death Gamble” law appllel,

,the beneficiary shall -have the right to choose the bene{lts under
Gamb\ e’

the pre-1961 law in’lieu of the later benefits of the “Death
< law.

;An tllustratzon is again in order sts W filed an ap\

catron

a on she chose Option I on the ANNuUITY only Her
- provided that her total annuity fund ($20,000) shall be guaran
" thatis, the part not paid to her shall be paid to her beneficrary
Unfortunately, on October 15, Miss W was killed in an accrdent
What is the amount payable to her beneficiary?

. 'The reader will recall that the “Death Gamble” law apphu in

thue two situations:
- Situation I: when a teacher is eligible for service retlrement
| and he dies before he has actually retired; or |
Situation II: when a teacher has filed an ap tlon for

eervxce retirement to take effect on a given date and he dies before °

. 30 days have clapsed after the given date.

—~  Inik ¢ light of Situation IT, Miss W came under the “Death

T —" . i
he- o oamirascntmsien
. L0 il
. N .
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: Gamble” law: Tlns would allow the beneficrary to receive only the
~ annuity reserve of $20, 000 chosen as an option in Mrs v‘s"' ap-"
- plication. . - :
~ However, as mdrcated above, the 1962 amendment allows the -
' beneficiary to choose the benefit of the pre-1961 law in lieu of
.~ the benefit of the “Death Gamble” law. She naturally chose the -
s 'former benefit and received the followmg sums: . s e
1. The teacher’s annuity reserve of $20000; ' - .t
9 'I’hecrty’snormaldeathbenefit whrchmthrscasewas o
L }:;about $13000 and R R
R 3.. The small specxal pensron reserve resulting from tlrertys ’ «
\ e -5%contnbunons Inthlscase,thlsaddedsumwasabout$1000 j L

o R Note - If a teacher files an applrcanon for service \retlrement
U, . totake effect on a given date and the teacher dies later than 30 days
B R " AFRTER the given date, the beneficiary has no choice—only the optlon

, chosen in the renrement applrcanon will govem '

e .DEATI-I GAMBI.E LAW AND DEMAND RETIREMENT

N | _ We have seen that when a teacher is ellglble for “regular”
3 R ' service retirement, his beneficiaries will deceive maximum financial o
BT \ ' protection if; unfortunately, the teacher dies before he has actually e ‘
~ retired. The reader will recall that a teacher is eligible for “regular” (T
‘ tservlce retirement.if he meets one of these three tests: '
Lo 1) He has completed 35 years of semce-—-regardless of hls
gage, or
' 2) He has reached agé 65—regardless of length of servrce, or
' 3) Havmg chosen to be coVered by the 30-55 law, he completed
- 807years of service and reached age 55.
| If a teacher satisfies any of the three tests here mdrcated he
. is eligible for regular service retirement. If this teacher should die -~ = -~
" before he has actually retired, his beneficiaries will be entitled to the R
: , full benefits of Option I (except in those few cases where the teacher R ‘
B had previously filed a different option).
S What happens if a teacher meets only a part of the third test:
: he has completed 30 years of service but did not choose to be
" covered by the 30-55 law, or he completed 30 years of service but
died before he reached age 557 This teacher is not eligible for
regular retirement. However, the law permits one to retire after 30 .
yearsofsemce—evenrfhersnotehgrble forreg-ularsemce retirement. ~ \
Retirement after 30 years when one is not ehg'rb‘le for regular

R
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 for *¢

" hé was Nor cligible for regular service retirement. . His “average” |
- salary was $9,000. His annuity reserve was $20,000.. :

I A e A D i e A ol T

under “demand” retirement receives a uty pension that is very mtxch

. less than under “regular’ retirement. It then follows that, if a
- teacher di

hen he is cligible for “demand” retirement, the pension S

-reserve derOptioanxllbe much less than if he hadbeenelxgxbleﬁ o

! r” rctu'ementb : L.’» . oo . , . _
ustration " will help clarify the situation: Mr. A was
appomted in 1932; in 1951, he joined the 1% Clancy law. In 1960, °

S An

" he refused to join the 30-55 law. He died in 1963, before he actually. L
. retired. At the time of his. death, his total service was 30 years and

9 months; his age was 56. He was ehgnble for “demand” retirement;

. Since the “death gamble” law covers “demand” retirement, the L
~'law considers that A retired under the provisions of Option . His = .- .

./ widow as beneficiary was entitled to these two reserves: the teacher’s -~ -

_annuity reserve and the city’s pension reserve. The annuity réservé -. .
was $20,000; the normal pension reserve was calculited to be $19,300.
To this was added the small additional special pension’ reserve of

* $1,000 (as a result of the city’s 5% contributions). Thus, the benefit
 to the beneficiary was the sum of $20,000, $19,300 and $1, 000 ora -
total of $40,300. -

Note -1: IflA had chosen ‘to come under the 30-55 law, then’ o o - )

"at the time of his death, lie would have been eligible for “regular”
. service retirement. The notmal pension reserve would, in this case,

have risen to $27,900. The other two amounts, $20,000 and $1,000,
" would_have remained the same. Hence the beneficiary would have .
been entitled to the sum of $20,000, $27,900 and $1,000, or a total
‘of $48,900—an increase of $8 600 as compared to the benefit under B

B “demand” retirement.

Note 2: Kfa teacher dled before A n,l 1961, when the “death

- '.'gamble” law was enacted, and assuming- that the other data were .

the same as in the illustration above, the elty’s normal death benefit -

_.would have been only $9,000—the teacher’s “average” salary for the ., ..
©* ™ 5 years prior to his death. To this normal death benefit would have =~

been added the teacher'sannuity fund and-the city’s small additional L e

paymentcresulung from the 5% eontubunons SR e

Con.nder the cdse of Mrs. B: She was appomted to- the schools o
~in. 1929 In 1951, shé chose the 1% Clancy law, later, she accepted

| coverage under the 30-55 law. o " .

o o~
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o Unexpectedly, she dled at the age o( 54 years 10 monthl.
. Her total service was 34.years and 10 months Two monthshter,

2 .

e 'j o ~ . she-would have been eligible for “regula™ service retirement—either”

because she would have reached age 55 or because she would have -

. °© " completed 35 years of service. Alas! At the time of her death, she

.+ wascligible only for “demand” retirement—she had completed more
1.+ than 30 years of service but had not fully met, any of the tests for
i “regular” retirenient. The “Death Gamble” law with the benefits
. of Option I protected B’s beneficiaries. The city pensnon reserve pay-

e able to the beneficiaries amounted to $32,600.

" If death had been postponed two months, B would have been
s . ) | ,»Optwn I would now have becn $4-l 300—an increase of $8,700

l“tv-"

- eligible for “regular” service retirement. The pension reserve under

. 'The patnent reader will note that the “Death Gamble” Taw

S o protects thic beneﬁclanes of a teacher who dies when he is cligible *
o for regular service retirement and also when the teacher is eligible

" only for demand retirement. However, if death strikes a thacher who
“is eligible only for “demand” retirentent, the pension reserve under ,

Optiori I will be very much reduced—as' compared to the penslon
reserve that is payable when the teacher is chgrble for “regula
“service retirement. ,

.- s 4 We must also recall thxs rule that applres in all cases when a
.~ . teacher dies before he has actually retired: the total of the teacher’s

‘contributions (with,inte
** addition to the sums that

) will be paid to the beneficlarxee-—m
._ payable out of city funds N

*  RECOMMENDATIONs |~ '

S L 1. It must be emphasized that EVERY teacher should have -

i T, ,Optnon I on filé until he applies for retircment. When he. applics
7 for retirement, he may change Option I to any other opnon, or to’
*_ retirement on maximum allowance." .

R i 9 Ka teacher apphee for service retirement under an opnon

.. Office not more than two or three days before the date of his retire-
'y ment:othatOpnonI whith it is assumed he has had on file,wnllbe
in cffect as long as ‘possible. (The application for service retirement
must reach the Retirement Olﬁce at least one day before tlie date

, N

- other than Optxon I, he should file his application at the Retirement '

I

of retn-ement.) . | : _ _ o w T A

.




SX . l..3 I atache plaus to retire under Option I, he may file - -
R [ T his application for sérvice retirement at any time within three months -
. f° .. prior to the date of his retirement. N D
o .} % 4 Teachers should periodically review the names of their =
.%o 4+ . beneficiaries—both under Option I and on the Designation of Bene- L
-4 ficiary forms. If a teacher marries or remarries or ‘if any other - !
. important change occurs, the teacher,should promptly filé new forms. ¢
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CHAPTER 2 o
nsnnmsm INFORMATION FOR |
Nswu APPOINTED TEACHERS

“«

MEMBERSHIP IN THE Teachers Retirement System is man- . S T
| datory for all regularly appuinted teachers. Form 2a, “State- B
'\; .. ment of Prior Service,” which the teacher receives with his notice of -~ S
~ appointment, should .be filled in and returned promptly to the «
o © . Retirement Office. If a teacher is now a member of the Retirement -
. & . . System as a result of a previous appointment to the public schools . S
' © .. - or the municipal colleges of New York City, he need not file a new - AR
L "' “Statement of Prior Service” at the time of appomtment to a new R :
v _;posmon S N
Lo+ ‘To avoid loss of future benefits to himself or ‘famxly, the . @ B
. teacher should fill out Form 2a completely and accurately He LA
- .should give special attention to (a) his choice of one of the basic
-+ retirement plans, (b)" ‘his record of prior service, and (c) the
.+ i .- designation of h:s beneficxanm on the separate form to be filed w1th
P Form 2a, =
| S I IMPORTANT: For ‘your protectlon the “Statement of Pnor - >
L 'f;}:.Servnce” should be' filed as early as pomble g |

e T

R RPN BASIC RETIREMEN‘I’ PI.ANS | ‘ K Te e

** 7+ 7 'The teacher must choose one of thc four retirement plans FER I R BT

S ‘:..,fdescnbed on Form 2a. They are: T

e ‘The “old law” plan providing generally - for retirement at B

B R half pay after completing 35 years of service or after attaining age 65. |

B S 2. 'I'he “old law” half-pay plan for- rctu'ement at age 55 AND-

o Ty s, 'I'he “Clancy law” plan provxdmg for a pensnon (city’s part T |
R of the retirement allowance) of one percent of average salary for

. each year of creditable service after completmg 35 years of service OR

- _afterwachmgageGS | |

& .
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-~ 4. The “Clancy law” one-perccat-pension planfor retirérnent at
:  ..age 35 AND 30 years of service. o R
S ‘,A""teacvher‘choosing'gl,ie‘of.thme four basic plans is»WrcE
e i+ "7 toretire when he becomes eligible to do so; he may remain in service
" until the end of the school year during which he reaches age 70. |
-~ % " Also, under each of these plans, the teacher will be assigned a rate of
© 17 contribution which will be sufficien to provide an annuity at retire- - -
o ment approximately equal to the pension furnished by the city. S o T
¢ = It should bé noted ‘that since 1960 the city has been paying B
SRR Ny .. apartof each teacher’s contribution for him so that the teacher may
. .. ¥ 7 have increased take-home pay. Since 1961, the part assumed by the

e e b e A OB a5 ® .

o , S city has been 5% of the teacher’s contribution. -
. e T ABL NEWLY APPOINTED TEACHERS ARE URGED TO CHOOSE RETIRE- |
T e . MENT PLAN 4. The teachermaydeprivehimself, or his beneficiaries, of ‘ - :
.. . important rights and benefits if he fails to choose plan 4 (Clancy . - . .
- . plus 55-30). If a teacher is iriclined to choose one of the other three : » o
S ~ plans, he should consult the Service Division of the Retirement Office
W & ... orarecognized pension authority. = . ' - |
¢ . Under the Retircment law, a newly appointed teacher who does
. . ‘not elect %o come under the Clancy law or the 55-30 law will ngt
L : .-+ 'be able to do So_later on. However,-a teacher who chooses the -~ -
~ % .1 1w .0 Clancy law or the 55-30 law or both (as in plan 4), may withdraw, © ' R
~ " % ' from coverage under either or both of these laws, provided that at. - ' . o
< least one year has elapsed since he made his choice. R R |

S T T T 7 By electing to contribute towards his annuity at the rate of - .
- * 7 15%,* the actual rate of contribution of a newly appointed teachfiii ¥
- can be reduced to 10% of his'salary. This is due to the 5% contrib "V“
, tion made by the city for the teacher to provide him with increased

o -+ take-home ‘pay. The new teacher’s actual rate of contribution may

1 be further reduced by approximately 3% if the teacher will arrange
Tl ~+ 1. =" . to’have his social security tax paid out of his annuity fund instead -
" 1 " of his monthly check.- - .~ o S

. i . 'RECORD OF PRIOR SERVICE ~ ~ . e
P . Tt is important that a néwly appointed teacher list -all his city R

,.Service prior to appointment. He should include all his -substitute .

- -*teaching in the public day and evening schools, his playground service, -+

o, his service in the municipal colleges (day'and cvening), and his |

“u o
K

S 4 No. teacher is rcquiiwed to contribute at a rate higher than 15%. In iaét, many
. . newly appointed teachers are assigned a rate lower than 15%. o

1m12.
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't service in any department of the city or of the counties within .. | -

.4

- the city. R , o 3 -
..} 7 A teacher who, prior to his appointment in the city, was a
T member of the New York State Teachers Retirement System or of = :+ S
-+ | .the New York State Employees’ Retirement System should: consult - Yo s
. © «the Service Division of the Retirement Office about possible credit -+
and how to proceed in order to obtain the credit. It is especially
- { .- important to consult the Service Division if he had New York City
**{ .. service prior to membership in one of the State Retirement Systems.
-~ ' If‘the teacher had taught on'an annual .salary in recognized .
i . schools or colleges not mainitained by the City or State of New York,
% i 7. such service should also be listed. Credit for this service can be
.~ .- obtained only by paying for it. In some.cases, purchase of this credit o
AT - may be advisable. Consult the Service D'\vision of the Retirement = | .
o drednt fox%prior service is valuable because it may enable
~ the teacher to fetire at a younger age and it will* generally result
~in larger benefits to the teacher or his beneficiary. For these reasons
- * it is important that the incoming teacher furnish a tomplete record -
.= of prior service.on Form 2a. - - o

~ DESIGNATION OF BENEFICIARY o
. If a teacher dies before he is eligible to retire, his beneficiary o o
j - - will receive two separate sums: (1) the teacher’s contributions with -

S N interest 3nd (2) a death benefit* from funds furnished by the city. .
E < 1. ;o On the scparate “Designation of Beneficiary” form which ac-
e T . ;companies Form 2a the newly appointed teacher should designate B
"}« the names of the beneficiaries who are to receive the accumulated Y
.~ contributions and the death benefit. 'Thé same beneficiary may be " |
+ *, designated for both sums, or a different beneficiary may be named .
S for each. Two or more persons may be named-for each sum. ) N . IR
“ = .4 - Ateacher may change his beneficiary (or beneficiaries). atany | 0
; T time prior to his retirement. To protect his dependents, every teacher |
o 1 . is advised to file ‘a new “Designation of Beneficiary” blank at the ,
B |« Retirement Office without delay whenever a change of marital S
- status or any other condition warrants such action, -+ ., <p

* The death benefit furnished by the city consists of two separate amounts:
- (a)-the normal, death benefit which varies between thie salary of the teacher

~for a half year and a full year and (b)_contributions. (plus intersst) made by
. the city for the teacher in order to provide him with increased take-home pay.

-—
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RESIG-NATION A. C R o \.
" * ° Whena teacher resigns from the. schoolsystgm he may withdraw.
the entire amount of his own accumulated contributions. However,

- he is not enhtlcd to reccive any part of the city’s contnbunons on his .

st e TSR TR R
r

.

K a teacher who' has mgned does not withdraw his own L
| contnbutlonsmthc Retirement System, interest will be added rcgularly‘ S Ee
for a period of five years following his rwlgnatlon. Thcrcafter mtcmt . |
2 paymcntswﬂlcease SRS
Should a teacher be dlsmlsscd from thc service, the amount of"_, EEEER R
"4\ his accumulated contributions will thereupon-be paid to him; no S
IR B mtcrutcanbeaddcdtothesecontnbutlonsafterthedateof dismissal. R o
- R B If a teacher resigns, leaving his contributions in his, _annuity
et .\ fundat the Retirement Office, and is later restored to service within o R
- : . five years after his resignation, he is entitled to the service credit " T
- and status held. by him immediately prior to his  resignation. If ‘ o
. he served as a substitute teacher between' the dates of resignation |
o | and reinstatement, he will be entitled to receive additional pension .
PR credit for such service. The reinstated teacher should apply, in wntmg,
o for such credit as soon as possible after his restoration to-service. |
| FOR HIS OWN PROTECTION, A TEACHER WHO RESIGNS SHOULD
"% 4 NOT WITHDRAW HIS FUNDS FROM THE RET[REMENT SYSTEM DURING
" | . THE FIVE-YEAR PERIOD FOLLOWING HIS RESIGNATION. o
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~ LOAN PRIVILEGE

o ONE OF THE privileges of membership in the Retirement System -
: =#"is the right to borrow from the System. These are some of the
* rules that apply to loans: E . s E
1. Membership in the Retirement System for at least three
~ years 8 a prerequisite to obtaining a loan. S |
2. The amount of the loan is subject to these conditions: - - |
. 3. No loan is allowed for more than 50% of the teacher’s,
, o accumulated deductions (his contributions with interest). . -
| S P . b. No loan may exceed 89%* of the teacher’s annual salary. =
T 4 Fora borrower who will reach mandatory retirement in
S less than four years, the loan will be less than 89% of -

! : B ' ‘ B ‘ o ) oL . - -
| . . N ) . - ‘ . N N o . o . . ‘ . )
) ) = 5 - v i o i v . . L
. e o L e % e N 87, . 3N S .
e e b L S S e AR 2 o 4 g ‘
‘. . . N N . . : N . T

A . -~ a‘years salary. A teacher age 67 may normally be.able o P
S R to borrow about 68%: of a yeaf’s salary; at age 68, the ' .
- 0% . loan will normally be about 47%; and at age 69, about '
B 4. 24% of annual salary. -~ ... | .
. 4 " 3 Loans (with interest added) are repaid by deductions from IR
ot T the borrower’s salary. Repayment may not be less than 5% nor'
R B ~_more than 25% of the monthly salary. - : o
i 4. A loan may not be made for more than 48 months, After
' ,a borrower retires, loans may not be repaid. If a teacher retires before |
~"a loan has be¢n fully repaid, the unpaid-balance is deducted from = ¢
~”the amount in his annuity fund. His annuity will then be smaller o
. than if the loan had been completely repaid. , > o ‘ |
- 5, Interest is charged on the unpaid balance of the loan aa i/
. - the rate of 6% for teachers appointed before July 1, 1947 and 5% f
. for those appointed on or after that date, o /)L\;J - ' .
: 6.- Interest is credited at the rate of 4% for teachers .appointed.
~ ~prior to July 1,,1947 (3% for thése appointed on or after that date)

"-,7“"

- ’ Abont 91% of a teachér’g annual salary for a teacher appointed after June 1947, -




, }on monthly tepaymcnts of the loan from: the date of repaymcnt in
- _ the same way as on regular monthly contributions. In every case, after -

" been 'there if no moriey had been borrowed.” .,

o thc death of the teacher, in an amount not in excess of $2,000. No
~ part of the loan is insured until thirty days have elapsed. From the
30th thrdugh the 59th day, 25% of the outstanding balance of, the

T after the 90th day, the full value of the outstandmg loan, but not over |
‘ ..”$2 000, is insured. * ‘
" 'a new loan. The old loan will be cancelled and a new loan made,

- amount requested by the’ teacher. The new loan must_comply with
- thc conditions stated above. o

" he is on leave of absence w1thout pay

the loan has been completely repaid, the total amount in the teacher’s
annuity savings account will be the same amount that would have

- 7. Loans are insured by the Retirement, Systcm, in the event of S

loari is insured; from the 60th through the 89th day, 50%; on and

8.' If a teacher should requlre addmonal funds beforc a loan
has been repaid, the Retirement Office will accept an application for

based on the unpaid balance of the old loan plus the additional

-9, An application.for:a loan may be made by a teacher whlle‘3

.
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R W SHALL Now discus the liniitation of carniigs of a retifed
- AR “teacher-who is employed by a -publi¢ agtﬂrcya within ‘the City
e e e _or State of New York. There is no restriction ‘on the amount of =
LT e earmngs of a retired teacher if he is employed i any capacity by -,
A et -?‘-1 ~ -a privatc employer, or by the federal, government, or by a state or ‘-
Sl "local government other than, the State of New York or ‘one of lts -
Ll T pohtical subdmsrons. T R -
PO LIMIT OF EARNINGS BY RETIRED TEACHER el
- - | Under State law a_retired teacher may* be emplbyed by any' ’
T e - . "‘; pubhc agency or department within the’ Crty or’ State.of New York, .
B “With this Limitation: The sum of his earnings from siich employment
I S ‘, *and the' pension Jpart of his-retirement aJlowance - ‘may not ‘exceed
. e 81,800 wrthout penalty If thisMimit is exceeded, the retired teacher -
: o _forfe;ts his pension durmg the. penod of. such ‘employment. The S
5 N . . annulty part of the retlrement allowance is ‘not affected by hls_',,. o
i cmings: S ST
. %‘ [ . The perisron part of the retlrement allowance of teachers Who L
= ..+ .. retired in recent ‘years -is generally larger than $1 8% Accordingly, '
. ' N with rare’ €exceptions, -a, recently retired teacher who, ‘accepts public
A T Do employment within the Clty or State of Neéw York should be prepared_' :
R 2l to forfeit the pensron part of hlS retrrement allowance ‘while he is so ..
Ny <o 0 employed® e T e L T AEAETE |
Ct "_,; S '-“.""' . ,_m‘_-, £ L . : : L. ‘
- ’ | RETIRED TEACHER SERVING AS SUBSTITUTE TEACHER |
IRRR R TR In recent years the State leglslature has enacted emergency
T o . * See next- lecnon for specxal rule for retxred teachers servmg as subctitutec m
- IR R the czty schools. o . S
. - ‘J..‘ > | - \ . S : ,7 .
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. laws extending the amount that a retired teacher may earn as a

substitute teacher in. the public schools or as a lecturer on an hourly, .
- daily or monthly salary basis in the publicly supported colleges within
. the.State of New York without loss of his pension. This was done
"~ to alleviate the acute shortage of teachers. At the present time, the
- total earnings of a retired teacher so employed may be as high as

$7,000 during a calendar year without penalty. If his total annual

- carnings exceed $7,000, he may be required to forfeit his entire

. IMPORTANT NOTE: If a teacher plans to retire in order to

increase his take-home pay by serving as a full-time substitute, he

should give careful consideration to the following:

- 1. Hisincome will be temporarily increased while he is receiving

both his retirement allowance and earnings as a full-time- substitute.

After he discontinues his substitute service, his retirement allowance -

for the vemainder of his life, will be less than it would have been

- had he postponed his retirement until he gave up full-time teaching.
- Is the temporary increase in income worth the loss of the larger

retirement allowance during his later years?

2. The enactment of the Death Gamble law assures the 'teachér -
- that as long as he remains in service as a regular teacher after he .=
- has become eligible to retire for service, he is providing the largest

.. financial benefit possible to his beneficiaries. (See Chapter 19.)

. 3. There is no guarantee that the law. permitting a retired
“teacher to earn as much as $7,000 a year as a substitute teacher will

- be enacted 'in future years. On the contrary, it is expected that,

.~ if the teacher-shortage is significantly reduced, the retired teacher’s
- permissible: earnings as a substitute will be substantially lowered. In.
- fact, if new teachers are in good supply, it is unlikely that emergency-
. legislation’ to encourage retired ‘teachers to return to the classroom

- will be enacted. In that event, the retired teacher serving as a

o substitute in the public schools will be subject to.the same carnings S ‘
. limitation as that of a retired teacher who accepts employment in

‘other public agencies within the City and State of New York.
" WORK BY TEACHER RETIRED FOR DISABILITY

A teacher retired for disability may not ‘serve as a substitute
cher in the public schools of the city. He may accept other -

- ¢mployment subject to the limitations set forth above. . .
o A teacher retired for disability should keep in mind the fact

" that he may be required to undergo a medical examination by the '

118
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medical board of the Retirement Syst‘exp.b,ncé cach year until he - .

. attains age 65. If he accepts a- teaching position outside -the “city,
 his disability retirement may be terminated and he may ‘be restored
to service in the city schools. He does notincur the same risk if he
, i employed in a non-teaching position. - - ST

. Sy

Coda

e Bt

- - : » T ’ ’; J

- . .

T e SER Y o ot o3 - . 3 ’ - ey Y T R

T e e ey e e e e

i mgm e T am 1ogr

e s~ o e

——




Al o= S, e TR e e W
bk i M it iy Al i i o & aadd ..:(Yw—" D dteiiaddic it na‘;r..'—r—.." “" e . IS .y s

-

"CHAPTE;R 2
TERMINAL LEAVE

v -TLRMINAL OR retrrement leave—-absence from duty at full pay

—will be granted to contributors to the- Teachets Retirement
'System under the following conditions:

» - An; application for retirement leave must be flled with
- the Dmsnon of Personnel on = special form which may be obtained

" from the school secretary. The Board of Education by-laws provrde -‘

;- that the application must be submitted at least one month prior to
- the beginning of the requested leave; for a leave beginning in -
: September, “the ;application should be filed not later than June 1.

2. 'The length of the retirement leave ‘shall. be one-half. the
'~ number of days of the accumulated unused sick leave up to a maxi-" -

" mum of -one school term. The by-laws do riot permit “the leave to e
“extend from one school term into the next"rt must be conﬁned to T e
“one term. .- ) : Lo
3. A teacher may apply for a retrrement leay,e 1f at the t1me~

of appllcatlon he is ehglble for' retirement, or”if he wrll become '

" eligible to retir€ut-the termination of  his leave.

FETE 3 Although the ‘teacher signifies on the’ apphcatlon that it LT
is’his intention to rétire on the first schiool day immediately following - .-
the termingtion of his leave, he need not retire at that time; he may” = = .~
resume active scrvice upon the termination of h1s leave if he obtams the e

*permission of the Personnel Division. = ’ '

S5 A retirement leave - may be cancelled when a teacher on such
o leave frles an- application with the Personnel Division for remstate-v
" ment, in which case he shall Torfeit any future right to the number
- of days already taken.. However, according to the by-laWs the leave
" may not be terminated in the month of January or June. ‘

- 6. On resuming service at the termination of the retrrementT R ; KA
leave, the ‘teacher will be entrtled to lns unused accumulated srck o - B
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.o -leavc in ghe event of petsonal illness subsequcnt to his retum to
~ duty. He will be credited with 10 days of addmonal sick leave-
for each succeeding. year in service. L
‘.. 1. If a teacher is granted two scparatc retlremcnt Teaves,
I the total of both may not cxcccd thc numbcr of days in one school

8 A tcachcr who becomw 1ll dunng thc penod of his retire- .

. .ment leave, may apply to the Division of Personnel for a sick leave.
. I approved by the Medical Director, the number of days of sick leave
" to which he is entitled is determined by subtracting the number of
*school .days actually taken as retirement lcavc from thc total ac-
cumulated unused sick leave.

- 9. A’ retirement leave shall be terminated when a tcachcr
fllu an" application at the Retirément Officc for 1mmcd1atc retire-

.. - ment from the school system.

'10. Days when schools are not m ‘session, mcludmg vacatlonsv ‘

. and h&hdays, shall not be counted in calculatlng a rétirement ‘leave.
When 2, vacation. period intervenes between ‘the end of a retirement
leave arid the teacher’s retirement date, such vacation -period will

be considered a penod of actwe serv1ce for all purposes mcludmg'

,compensatlon -
11 A ‘teacher on retirement leave is prohlblted from serving .. "
- in‘any capacity. under the. jutisdiction of the Board of Education, orin . .
.. any publicly rted institution in the.'City..: or State of New York, -
..~ during the perio his. leave. There i no Testriction on, private
"+ employment, or on pliblic empfogment outsldc the State of New Yo?k
. N during the period of the leave.

-12. A teacher on retirement leave 'is cntltled to full pension

" credit durmg the period of the ledve, including the clty s contnbutlon C

- of 5% to the reserve-for-increased-take-home-pay. E
.7 13. Members of the Teachers’ Retirement System who teach in .
" the mummp?.l colleges shall be eligible for retirement leave on' the

same basis as employees of the Board. of Education, except that

* the rctlremént leave privileges of college: émployees shall be bascd
on ‘the rcgulatlons of the Board of Higher Education. ‘

-,
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I.EAVES OF ABSENCE WITHOUT PAY

TEACHERS MAY be granted leaves of absence w1thout pay for a_

number of reasons. However, many do not realize that it is

- possible in some cases for the teacher to receive service credit for ,
retirement purposes for the period of the leave. This' chapter will
- concern itself with a discussion of leaves of ahbsence wrthout pay

for wluch service credit may be clalmed

| I.EAVES OF ABSENCEFOR S R ,."

- RESTORATION OF HEALTH (WITHOUT PAY) | | |
 ‘Teachers who have been granted leaves of absence wzthout pay o
for reasons of health may receive service credrt toward reurement
‘under the following conditions:~ *: L SRR :
¢ 1. The ‘teacher must file a wntten apphcation for rem'ement o
"+ credit for such leave of absence with the Personnel Division of the
7 Board of Education within thirty days after he resumes servicé.. .. ...
© 7~ 2. The Board of Education: may then- recommend to the .

" - Teachers’ Retirement’Board that retirement- credit be granted for
- the leave.of absence without pay for restoration of health. .

7 8, TThe total retirement credit for all such’ leaves of absence
. taken by a teacher dunng his’ teachmg career. may not’ exceed -

L ,LEAVES 0|= ABSENCE FOR sruov RESEARCH ETC
~i/-~. - Service credit for retirement purposes, not to. exceed two years,‘
. . .may be granted to teachers in the public ‘schools and municipal
colleges of the City of New York who have taken leaves of absence -

mthout pay for the purpose of:
(a) Study, research and teaching under Fulbnght Unuco,

. Ford Foundation and similar grants recognized by the Board of
: Edueauon or Board of ngher Educauon .

N
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S . »Teachers who have any quwuons concermng leaves of absencc .
e ‘without pay should “malle i inquiries at the Personnel Office of thc
Board of Educatlon or the Board of nghcr Educauon '
' '& . ., -
. ‘ i
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(b) Servncc in the Peace Corps.

) Partnmpauon in scientific and - educauonal projects under L
the auspices of, or recommended by, federal, New York State or City -

_governmental agencies.

(d) Tcachmg at.one of the branchm of the Ncw York Statc’- )

~ University. -
(e) Tcachmg dcpendent chlldrcn of nuhtary pelsonncl overseas.

(f) Participation in special educational projects recognized by .

the Board of Education or Board of ngher Educauon -

MII.ITARY LEAVES *

A regularly appomted teacher who is called to mlhta duty wﬂl' .

. receive full pension credit for such service. He will be rcqmred to
contribute to the: Retirement System. for.the period of his military
- leave the same amount that he would have contributed had he not -

‘been on leave. He can make his annulty contributions usmg ‘one of

the following: methods: 4 <
1. - He may deposit monthl)r into the Retlrement System, dunng.
_the penod of his military leave, the amount that would have been,

| ; deducted from his mmonthly salary had he remained in the System.
2. ,He may pay a lump sum equal to the total amount. of

| \\ | contnbutions due when he resumes his “teaching service or ‘at any

* time'within five years following the términation of his leave. ,
“8.. He may elect to have the total amount due pro-rated during

e e andib e M E RIS A B e

R AR

the fiveiyear period following - his return: from_the' ‘military leave. . Co

'I'he pro-ratcd monthly amount, added to his' xegular conmbuuon, '
" will be deducted from his monthly salary during the five-year period.
- A teacher who fails'to make .the required’ contributions within

five years from the completion of “the mlhtary lcave, will forfelt .

“all nghts to credlt for his mxhtary service.
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. SOCIAL SECURITY FOR TEACHERS.

N . . .
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SR A DECEMBER 1957 the teachers of New Yotk Gity, in aspecial ' |

referendum, voted -overwhelmingly in favor of accepting federal
‘social security coverage. ‘This coverage was made retroactive ‘to
‘the beginning of 1956, The teachers and ‘the city were required to . |, ..
- pay an amount equal to the total social security tax for the two .

e

‘years 1956 and 1957. Thosé regular ‘teachers who'were in service . A
~* . in December 1957 who preferred not to be: covered by social security ..
. " were not included. However, teachers appointed after 1957 hdd no - . ...
" . - choice; they were automticaily covered by federal social security, - T

o

©. -QUARTERS OF COVERAGE, .~ . * *~ =~ "= = "

- . Inorder to qualify for social security benkfits on his own work a2 - -
... teacher must be Fully Insured. This means that hé must have been .
.. cmployed on a' social security covered job for a certainn length-of - .
** - time-measured in “quarters of .coverage.”, A quarter of coverage .
"+ corresponds to .a calendar quarter of work (a threesmonth period :
ending March 31, June 30, September 30 or Decémber 31) during- . " -
. which he was paid at least $50 in wages.. - - B
-~ The number of quarters of coverage required for social security’ ..
. benefits _ ,
‘came available to teachers in the publi¢ schools. Many .teachers ;|
and retired teachers who could not qualify for benefits'on the basis of
 carlier requirements can now do so. - - Lo e
- Under the present law, a man is “fully insured” if the aumber - = -
~of “quarters” he.acquires equals the number ‘of years that elapsé - -
" after the year 1950 and before the year when he reaches age65. - ~-
- A woman is “fully insured” if the: number of “quarters™ she
"+ dcquifes equals the number of years that elapse after the year 1950
- and before the year when she reaches age 62. o ,

T
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. The above statements lead to two simple rules: - . 77 -

124 ‘e . -',tqv “. ..‘"‘

has been substantially reduced.since these benefits first be-. % * "
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R B ‘RULE 1. A man can calculate the number of quarters he needs

o B to be “fully insured” by subtracting 1951 from the year in which he

% Example: Mr. A was born in 1901; he will be 65 in 1966. o e
.~ Subtract' 1951 from 1966; the result, 15, indicates that he needs o S

15 quarters to be “fully insured.” - SRR
- " RurLe 2. A woman can find the number of quarters she needs- AR
to be “fully insured” by subtracting 1951 -from the year in which she |
reaches age 62. . . g
. Example: Mrs, B was born in 1902; she will be 62 in 1964.
~ °  Subtract 1951 from 1964; the result, 13, indicates that she needs
‘' qua'rteiq\tobe “fully insured.” o [
-+ This shopld be added: Regardless of the rules above, no one
L - is fully insured unless he has at least 6 quarters of coverage; nor -
.\ - v does any worker need more than 40 quarters to be fully insured.’
A - OLD-AGE BENEFITS | s
- - If an employee retires when he is “fully insured,” he may apply
Coioe e Old-Age benefits, provided he is- age 62 or older. A woman ..
v " teacher who hds been paying Social Security taxes since 1956 and
e { setires in the fall of the year when she is 65 or older is normally AU O
' 4. ecntitled to’ the maximym social security benefit of $127 monthly T
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+** (provided she had néver before accepted Social Security benefits).  *.
A male*teacher,. undei similar circumstances, would have ‘tc be 67
. -Or older:in order to rective an old-age. benefit of $127 monthly. |
TR one accepts benefits before hge 65, the benefits will be lower' =~
- thanat65. - T e LT e
.., A more precise calculation is needed 'in order to be able to L
" ascertain the- old-age . benefit™ for & teacher. To this.subject we PR T
now turn. . .. SRS | :

e

.~ :/In order to simplify. the ' calculations involved, we | will limit -0
. the: explanation to. teachers who accepted Social Security coverage * -

i
|7 CALCULATION OF-OLD.AGE BENEFITS |
C lin 1957, retroactive t6 January 1, 1956. We will recall that teachers =~ - | / .
i - . A

N 3

paid Social Security taxes on $4,200 for cach of the years 1956, . &
+ . 1957 and 1958. Thereafter, Social Security taxes have been paid - . 7
- .each year on $4,800. . . T AT
., i The principal factor in ‘determinirig gan employec’s old-age ', . - B
bencfit is his “average morithly carpings” on which Social Security. . . L
- taxes wére paid: The calculation; of the average monthly earnings ~ - b
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“included. The 17 will then-be as follows:

- when she reaches 62, we count the nu

 years. The sum is $41,400,

and the resulting old-age benefit will be made dlear by means of

-specific examples. We ‘assume that the teachers in the illustrations
are “fully insured.> . . . SR x

CALCULATING THE BENEFIT FOR WOMEN L e
. _ The rules for calculating the “average monthly - earnings” of

" women are different from those which are used for men. We shall

" confine this section to the calculation of the  benefits for women;
" the men will be considered later. ‘ o : ;e

We shall consider separately these two situations in the case

~ of women teachers:

 Situation I: When the wor’han mﬁr%s 'BEFORE‘ the calendér '
year in which she reaches, age 62. - : ‘

- Situation II: When ‘the woman, retires Amﬁ the calendar year

. in which she reaches age 61, '

| ‘Example 1: Miss F was born February 1905. She expécts to - R
retire Septeniber 1964. Her Social Security benefits may begin Feb- .

ruary-1967 at age 62. We shall calculate F’s “‘average monthly

- carnings” and the amount of her benefit. (We assume that she will -
~ apply for benefits beginning. February 1967.) = .

"StEP A: - In the case of a woman who ‘retires b

Security earnings from 1956 through the year when she reaches

. ‘age 61—in F’s case, 1966. Since she plans to retire in 1964-,'_ her
these years must be -

carnings for 1965 and 1966 -will be zero;

.

- Year  Earnifigs - Year- Earnings = Year Earnings -
1956  $4200 - 1960 $4800 - . . 1964 $4800 -
1957 - 4200 ° 1961 4800 1965 - zero.
1958 4200 1962 4800 1966 zero .
1959 4800 1963 a4so0 -

Step B: In the case of a woman who retires before the '-ye,a;'j
mber of years in the ahove
eq};als 132 months. | RS e .

_ StEp C: We add the total carnings listed- above for the 11

Step D: To obtain the zivera"ge : m;)ntilly carnings, we dnvxde

the total carnings, $41,400, by the number of months, 132, The

126 _

i ‘ efore: t_he.yea'f :
" in which she reaches age 62 (Situation I),.we list all her Social

e

»

change the 11 years to months; 11x12
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‘ MONTHLY OLD-AGE (SOCIAI. SECURITY) fENEFI
ﬂ R Avorego . . Benefit . " Average oo nefit
e R, Monfhly Wage  Age 65 Ages2 Monthly Wage Age Age 62
SO S . 8151185 s 74 - $5920 $278-281 . $101 . $s080
R 156160 75 6000 262286 102 860 °
S, o Neke4 76 6080 0 287291 103 8240
R < . N AT | 292-295 104 8320
L 170-174 78 6240 296300 - 105 ~ 8400 .
TSI % 6320 301305 - 106 - .80
179-183 80 64.00 . 306-309 - 107 8560
Lo S 184188 81 6480 - 310314 . 108 640
189-193 . 82, 6560 < 318319 . 09 87.20
194197 83 . 6640 - 320323 110 8800
198.202 84 . 6720 324328 © ' 1 8880 . 0. .
, - 203-207 - 85 68300 . 329-333 12 8960 ..
..o 208210 86 6880 - 334337 H3 9040 o
-, NS Co 2218 87  69.460. . - 338.342 4 9120
T R 1] 2 TR 88 7040 C 343347 15 - 9200
B .222.225 . 89 720 . 348-35) e 116 - 9280
R | 226230 . 90 7200 352386 . 117 - 93.60
Cots o 2314238 91 -7280 357360 . NB. 9440 S
o 23639 - 92 1380 $362365° N9 9520 o
5 : 240-244 B 7440 366370 ° 120 . 9600 @ .
Lo L 245249 94 7520 L WM3B 20 %680 . :
- S 250258 - ° U95¢ 7600 - " 376379 122 9760 -
SR G 24258 T e 7680 - 380384 . 123 9840 R
. 259283 97 . 7780 ~ - 385-389 124 - 9920 @
’ o 2642677 . 98 7840 © - 390393 125 10000 . -
) R I T XY B 97920 . 394398 126 10080 - . T
et o Wm0 80t -f.,“j 400 - 0 27 . role0 L
A quouent $313 * is the “average monthly earmngs > / -
e T StEP E: Fmally, we look at Table 26. We find that for the )
. “average monthly earnings”’ of $313 the benefxt at age 62 is $86 40
- monthly e
ST Example 2: Mrs. W was ‘born Augmt» 1901. -She plans to . -
iR  retire September 1966, shortly after age 65. She'wants tp know what
i, her old-age benefits will be.
j ‘ We first calculate her “average monthly eammgs » We pro-.
o ~ ceed as follows. ' .
E SteP A: In the case of a woman who retires after. the year .
’ ; in which she reaches age 61 (Situation II), we list-all her carnings
{: on which Social Secunty taxes were paid, from- 1956 ‘through the o
(I year when she retn'es. Here is the list for W from 1956 through 1966:
'2 .
3
* In calculatmg the average monthly eammgs, we dl\p the fractxon of a dollu'
RS - . . / ':a.. ". |
g . K D ) - . N
Ly " :/ ‘:. P - P : e e —— e g . T




Year  Earnings /  Year - Earings’. * ‘Year Earnings
1956 1960 - $4800. 1964 . $4800- .
1957 - 1961 - 48000 1965 . 4800 -
1958 4200 1967 4800 © 1966 4800
. 1959 4800 - 1963 4800 PR

- Step B: For a woman wh) retires after the year ;skc‘rcaches |
agei61, we count the number of jyears from 1956 through the year
" 1962, when she reacheffn:bg% 61."The number of years is 7. This
number, 7, is important in the exf step] - . . .
Step C: Now.select 7 yeirs-with the largest, earnings. The
years from 1960 through 1966 are clearly the seven years, each .
with ‘the maximum_earnings of $4,800. -
-~ . Step D.  Since the earnings for each of these 7 years’ were
- $4,800, the a%erage annial earnings were $4,800. Obviously, $4,800
. divided by 12 gives us $400 as the average monthly earnings for
‘Ms.W. . - : .
' ‘StEP- E:  Consult Table 26. We find that an employee whose
- average monthly earnings are $400 is entitled to ari old-age benefit
- of $127 monthly, if she js.65 or older. - D
-~ Note: If Mrs. W collected old-age benefits before she reached
- age 65, there. will be a small' reduction from the $127. Generally,
. for each monthly check accepted before age 65, the $127 benefit
..~ is reduced by about 70 cents. e LT e

'CALCULATING THE BENEFIT FOR MEN 4 |
' ' e en. Here, too, as m thej’qgjsc’ of the women,

i

e Whent the\man~getires before the calendar year
" in which he readhes afe 65. \- . o S B
..~ " Situation II:  When the Ynan re ires after the calendar year
" in which he reaches age 64. ‘4 . = o
| We shall illustrate each situation. ST -
- Example 1: Mr: M, born in 1905, plans to retire September
- 1966 at age 61. We wish to calctlate his'average monthly earnings
‘and his old-age benefit at age 62 . = L -
- Step A: In the case of a man who retires before the year z?n .
which he reaches 65 (Situation I), we list all. his Social Security \ -
- carnings from the year 1956 through the year i which he reaches
age 64. M will reach 64 in 1969. For the years 1967, 1968, 1969,
his earnings are listed as zero. Here then is the required list from 1956
. through 1969: S

128 .
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o Year
o f‘1.9',56
1957,

.1958

. 1959
1960

“-STep B’

Eammgs | -;‘ ‘

© $4200-
4200
4200

R

4800
4800 ' )

-

" Year ‘
- 1961

1962 .
1963

| ,'.1-9‘64

1965 3

Rx 14 equals 168 months.

1s $51 000.

~Step D: To obtain the average monthly earmngs, we dmde o
the total earmngs, $51 000, by the number of months mvolved 168 .

/n

Earnings |
§4800
4800 -

. 4800
4800
4800~

<

L4

Yea‘# Eammgs
1966 $4800 '
1967 i - zero
1968 - - zero
1969 zero

v ’ '

In the case of a man who Tetires before the year L
when he reaches age 65; we couiit the numbei of yeais in the above
list. The umber of 'years is 14 ‘We change the 14 yeam to months .

| /. Step G: ‘We now add all the earmngs in the hst The sum

The quotient $303,* is the average' monthly eariings.. . o
"Step E: Finally, .we consult Table- 26 and find that corres-

pondmg to ‘the “average monthly earnings

> of $303, the old age -

~ benefit is'$106 monthly for a2 man age 65 or $84.80 monthly for
& man who recelves his ‘old age benefit at 62.

: Example 2 Mr N bom in 1899 plans to retire in September |
1965atag*~3 :

Before we determine his old-age beneflt, we must calculate |

lus ““average monthly carnings.” ‘ . o
- STEP A: When a man retires after the year in whzch he reaches

* age 64 (Situation II ), we list all his Social Secunty earnings from

1956 through the year when he retlres Here is the list for N from

Y?ar-
- 1956
- 1957
- 1958
1959

k 1956 through 1965:

Eammgs

- $4200
4200 .

4200

L 4800,

" Year
- 1960
1961

| Fa;nings )
© $4800

. 1962
1963 -

e
STEP. B For a man who renres after the year in whrch he'.

. 4800
4800.
4800

, ;Yeoclrm 'Ea'r;t_in;gs‘} )
- 4964, $4800

1965 , 4800

13

reaches age 64, we count the number of years from 1956 through the

. See footnote on. page 127,

year when he reaches 64——1n thls case from 1956 through 1963 The

B
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o
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., number, 8, igimportant in the next step.
" annual earnings were largest. We have 7 years (1959 through ~
...*1965) ‘for which the- earnings were $4,800 yearly. We must add one
. year when the carnings were $4,200. Hence we select the 8 years from
, 1958 through 1965. - .
..+ Step D: We now add the carnings for the-8 years of highest” .
. carnings—1958 through 1965. The total of these carnings is $37,800.

0 Sinee we wapt the average monthly earnings, 'we convert-8 years to’

96 months. We divide the total carnings, $37,800, by the number of . -
A o : . ;MOnthS, 96- The quoﬁcqt, $3‘93,’is the agerag(emeqthly camings. _

. s +"monthly ‘earnings of $393, a man, age 65 or older, is entitled to
- an gld\age_ benefit of $125 pcrmomh A

[ : . . R 4 oo T T
" ...~ A Onbled worker may apply for pisABILITY benefits at any <
. age proyided he meets the following: conditions: o

" 1" He must be incapable of éngaging in any Ygainful activity
* - by reason of a medically determinable physical or mental impairment -~
-which can be of long-continued and indefinite duration” or which
is likely to result in early death, - - * e

| 2. He must be “fully insured” and have at least 20 quarte
+ #-." 'of coverage in the 10 years immediately preceding: his applicatio
. for disability retirement. . - LTS
. The amount of a.worker’s monthly disability benefit will gen-
crally be the same as the: old-age benefit he would have received if
‘he had reached age 65 at the time he applied for: disability Benefits.: -
A teacher who accepted: Social Security coverage in 1957, retro-
- active to 1956, will notmally receive about. $124 monthly as a
+.." disability benefit. - T

| BENEFITS FOR DEPENDENTS .

- ' When an employee rectives old-age or disability benefits, pay-
‘ments can also be made to certain dependents: B

1’ .

+

. (b) To unmarried children of any age who severely dis-
" abled before age 18 and who remain disabled. - . .
7 (c) To the wife,of the employee if she .is' caring for a child
. ﬁl group (a) or (b) above. ‘ o o

. 130
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&

number of years, by count, from 1956 through 1963, s 8. This . - |

B Ster C: From the above list, we select the 8 years when the .. - -

. Sree E:’ Finally, we. refer o' Table 26."Corresponding to, . < " "

(a) To unmarried children under the age of !8’; - L

G omine
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" the benefits of the dependents are reduced in‘order that the limit of -

.
v
. A

© are payable to the wife and daughter? If, at the time of his retire- "

Lo

—

o (dz To the retired employec’s v(i;q;‘if shc is 62 or older-even

" AMOUNT PAYABLE TO DEPENDENTS

" (a) or (b)-or (c) above, or to a wife, age 65, is half of the “primary

1  :-'1 age 66. He is receiving a monthly old age benefit of $125. His wife, . R S C
'+ ago 65, is entitled to a benefit of half of $125, or $62.50 monthly. . T . =

- if no child isin her care. - | P e
" (e) To the dcpgndent'~l;usban&! of a retired woman—under

- certain conditions; r L A -

! . .- . o, - AR '\v -
. ) : LA . Ve, - - OO
L . J o R s

* Generally, the nionighly' benefit payablé to a member of group
. Insurance amount” of the retired employee. By “primary insurance = ..
~-amount;’” is meant the ainount: received monthly "by ‘the -émployee -
~ if he retires 4t 65 or older. However, at no time, may the total
' benefit paidto all the eligible members exceed $254. If necessary,

$254 be not exceeded: S o |
. Example 1: Teacher B, a man, retired September 1963, at

- If B’s wife were age 62, her benefit would be. only 3/8 of $125— .

_ "or ‘$46.87 monthly. Undér the rules, the $46.87 is incréased to-

 Example 2: Mr. K plans to.retire at age 62—ih September, e
" 1964; he hag a wife, age 50 and a daughter, age 12. What benefits = o

~ment, September 1964, K had delayed accepting higlillacial Security

. benefits for 3 years until he reached 65; his monthly Menefit would e
-~ then be $108." Since, however, he collects '

hisy benefit” immediately
, | only 80% of $108—or
$86.40 montkily. Nevertheless, the benefits to the wife and daughter L
.Wwill be based on the larger sum—the $108 that would be payable = - .V S
‘to K at 65. The daughter will receive half of $108—or $54 monthly, » S

upon retirement at age 62, he will receive

. until she reaches 18. Mrs. K will also receive $54 monthly, until the

daughter reaches 18—provided Mrs. K is ‘not earning more th_an' - ‘_ |

| $1,200 in a calendar year.

,

CBENEFITS TO SURVIVORS . - o
.. When an employec who has been covered by Social Security - -

o dies, either before or after retirement, benefits may be paid to

»

.. abled before age 18 and who rémain disabled. .

certain dependents: | ' i
. (a) To unmarried children below the age of18. ©
' (b) To unmarried children of any age who were severely dis-

B e e o U S e e g

-




A (c) To. the widow of the deccased 1f she is canng for a child
o mgroup (a) or,(b) above. IR ,
S (d) To the wrdow age 62 or older, even if she has no cluld '
~ inher care. - : :
o e) Toa dependent pamnt, age ¢ 62 or older. , o
o (f ) To a dependent widower, age 62 or older. .
. For benefits to be paid. to an individual in group (a) ‘or_(b)
h sor (¢) above, it issufficient if the deceased was EITHER “currently”
~or “fully” msurcd ‘o be ourrently insured, the deceased had to have
' ring-the three years prior to “his " de;
att* individual in gr

oup (d): or: (e

been BOTH. “fully” AND “currently” insured at the time of hcr death :

AMOUNT PAYABLE TO SURVIVO_RS _ - o
1. A widow, age 62 or older, i is entltled to a monthly jenefit -

- of 82. 5% of the deceased husband’s “primary’ insurance amount.”

. “If the husband ‘was a teacher who accepted Social Security, coverage -
] in 1957 .and retired in.September 1963, at age 65, hlS primary

is 62 or older, will be entitled to 80 5% of $l24-—or $102.30 monthly :
- for life, unless she remames. g ‘

support, would receive monthly 82.5% of the deceased wife’s pnmary :
insurance amount—until he dies or remarries. -

- 3. If only one dependent parent survives a son or daughter, |
- the' parent ‘would be entitled to 82.5% of the primary -insuramce
~ amount of the deceased son or daughter. If 2- dependent parents :

insurance amount of the deceased
" 4, The insurance benefit of an 1nd1v1ddal in group (a) or
(b) or (c) is 75% of the primary insurance amount of the deceased.
T - Note: The total monthly benefit to all survivors miay- not
~ exceed $254. If the total, under the above formulas, is more than
$254-, then the benefits for each eligible survivor will be reduced by -
the same percent—in order to bring the total to $254. -
shall close this subject with an 1llustranon of the benefits
. to, the}frmvors of a young teacher. . - -
, xample. Mr. D was appointed a teacher in the New York
Clty pubhc schools in 1955 at age 23. In 1957 he chose coverage ‘

rd

'e deceased be. “fully msured” at the

For" heneﬁts to a dependent w1dower, the deceased must have} e

- insurance amount was $124. Upon his death, his w1dow, if she

2. . A widower, 62 or older, if he is dependent on his W1fe for | L

sumve, each parent would be entitled to 75% of the pnmary o
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- under Sogial Security. He taught continuously until January 1964 - -
' When,"unfortunateli', he was killed in an automobile accident. ‘He
. was survived by a young wife, age 29, and two children, ages 2 and
- 7. What bencfits are Payable to the survivors? S
. We must.first calculate the. “primary insurance amount” -of
", the. deceased. When a man dies before age 63, we nevertheless -
© “calculdte the primary insurance amourtt. ag if he reached 65 at
- -the time of his death. A calculation shows that for the deceased. . .
. D, the primary insurance amount was $123. L R
> . The. reader will recall that the survivo
and: for- the:mother whms?ann for th b of the -
prim urance amount of the’ degeased: T primary- insurance. .
" “amount, in this example, was found to be $123; 75% of $123 equals'
- $92.25. Hence the total benefit of the chil
- 3 times $

e .children and their mother was e
92.25, or $276.75. This amiount . must.be reduced to $25¢

becaus;:themaxlmum allowable to any family is $25¢. .

_ Wheri'the older child reaches 18, benefits to him will cease.

- Thereafter, until the younger child reaches 18, the family will receive
- a monthly benefit of twice $92.30 or $184.60. Note that the original
~ benefit of $92.25 is, under the rules, changeéd to $92.30. o

. After the younger child reaches 18, no Social Security benefiis

_will be paid,-either to the children or to the mother, until Mrs. D
_ reaches age 62.-Then she will receive 82.5% of $123 or $101.47—
_ which, under the rules, is changed to $101.50. This sum will be

Ppaid monthly to Mrs. D for life, unless she remarries. .,

<% ' N U | 2
% of the -

e

In addition to the survivor benefits indicated ‘above, it should
be noted that a lump sum- payment is made to hdm&ray the
* . funeral expenses of a deceased who was either “fully” or “currently”
- insured. The lump'sum payment may be as ‘much as three times

‘the “primary irisurance amount” of the deceased—but not in excess

~of $255. Normally, -this lump sum will be paid to the widow or
- widower of.the deceased. If persons, other than the widow or widower,
. have paid . the funeral expenses, the lump sum may be,paid to those

who paid the expenses. o | S B

Q4

"Additiona'_l- examples of ‘m'onthly ‘Social Secil;:ity' .bc.m-:fits‘ are j
given in Table 27. o - ' ‘

. £
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" EARNINGS AFTER RETIREMENT '~ - LT
% . 7 - Persons receiving Social Security benéfits may earn not more . - e
.. - -than'$1,200 in a calendar year without loss of benefits. If éarnings ) !
#. . are above $1,200 there will be a reduction of bénefits. R :
& “ %+ One dollar will be deducted from the yeatly Social Security .
. benefits’ for each two dollars earned between-$1,200 and $1,700. = el
T-w " %L . 'Thus, .a retied worker who carned $1,600 will ‘lose one-half of L
.7 e %Y $400; or $200. His annual benefit will be reduced by $200. - toa
' 0 777" For earnings above $1,700, thé reduction from Social Security SRS
- benefits will be dollar for dollar. Thus, if a retired teacher earned o ERE
| =+ $2,000 during a cglendar yeat, he will lose $250 for, the $500 of = .. R
% v, Tu.Uhis éarnings betwéen $1,200 and. $1,700; in addition, he will lose: e
7St $800 in benefits for the $300 he ‘earned above $1700. His annpal " e
‘ B Soc;l Security behefits therefore will be reduced by $250 plus $300, - . .
.., However, the retired warker must be paid his Social Security . . AR
. .. benefit in full for any month in which his carnings_are $100 orJess. =~ . . -
- v . 17 'This rule applies no-matter how great his carnings are during the U
v .. Wages paid to a teacher during July and August, wken he is not S
= % working; are not considered earnings by the Social Security Admin-" =~ . ..
LA Jistration. Therefore, if he is 62, or over and has not. retifed, he /is S
. - . cntitled to receive Social Security benefits for these-two months. Of R
-, .course, he cannot reecive these benefits if he does not apply for themn. . o
“leo- .7 -After.reaching age 72 a worker will receive his full benefit T e
" :0. " no matter how much he earns. R SR EUEN
.- .'SOCIAL SECURITY TAX - L e T e
-7« -'The social security tax of .employees and employers fér the "™ - .
©© . yeams1963throiigh 1965'is 3 5/8% of the first $4,800 of carnings per © .
2.7~ yean For nearly all regularly appointed teachers and regular sub- S
i+ . stifutes this amounts to $174 per year. Under the law, the tax wil -~ -
- be increased to 4 1/8% for the years 1966 and 1967, and 4 5/8% - ' = -
 for the year 198 and thereafter.” . - .
- If a teacher prefers not to have his take-home pay reduced by . - f
the amount of his social security tax, he may request that the amount T
i ~ of the tax be paid for by a corresponding reduction in the amount .
. of his annuity contributions. If a teacher makes this choice, his arinuity SR
- contributions will actually be reduced by $174 per year in 1964 . SRR -
- and 1965, and by larger amounts after 1965. This will result in 2~ . -
3 ~-decrease in the teacher’s annuity savings fund, and ultimately .in a e
i :z e . 185 - S ' ]
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r anmnty whcn he rctlres Howcver, thc pcnsxon part of the

_' retirement allowance will not be affected in any way by tlus chowe
- of method ofpaymgthcsoclalsecuntytax

Ounce cach year, usiially in December, tcachcm are glven -an

" opportunity to change their method of paying. the social security

tax.. This ‘is especially helpfpl to new teachers who are. nat given

_a choice at time .of appointment. In the begmmng, all newly ap-
. pointed teacheérs must pay their social security “tax by havmg thcu'
) ;take-home pay rcduccd by thc amount of thc tax, -

..‘_ R
’

It is not necmsary to consult an attorney about old-agc, dls- |

ébihty or survivor benefits: The local Social Sccunty office is most .
hclpful and gww prompt courtcous and efﬁclcnt semcc. o
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. CHAPTER 26~ .

T TAXES ON RETIREMENT INCOME ‘
| . ‘AND RELATED TAXES |

'N "THIS CHAPTER we shall” explain somé of the tax laws, that

concern the. teacher when he- retires, We shall also try

7

to clarify

 the tax laws that are important to beneficiaries of tcachers who die— .

- either before or after retirement.

" INCOME TAX ON SERVICE RETIREMENT. ALLOWANCE

Cay

o

net contributions (without interest)

\teachmg years: The exclusion also depends, to a lesser extent, on the =
 contribiifions made by the city to provide the pension of the teacher

for the years before 1939—when teachers’ salaries were

federal income taxes. . .
- When a retired teacher prepares his federal tax return, an

New York State exempts members of public retirement
paying an income tax on their retirement allowarces. ,
- The federal law, however, does impose an income tax on the
. setirement allowance of members of
~though not on the entire income. As
. the part of the income excluded from

o o -

[ public retirement systems-— -
far as teachers are concerned,, N
the tax depends chieffyon the - .

of the teacher during all ‘his -

o

important problem i$ the calculation of the amount ‘to be excluded -

“from his retirement income. The

carefully the two illustrations here given: T |
-~ *“Example 1: Mrs. W retires at age 61. She ¢hooses no option

" and is entitled to a

retirement allowance. of .$6,000. Shortly after her

retirement, the Retirement Office sends her a statement in which

A . *

she is informed that (a) her n¢t contributions were $20,700 and

exempt from ..

patient reader is invited to follow «

»

©
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(b) thc cttys contnbuttons for the years before 1939 were $4 500'
The total of these two sunis, $25,00, is technically called Mrs. W’s
. “Investment in the, Contract.”” She is informed that this total, $25 200,
- mnay Be used to reduce her “Taxable Inccrmie,” The €ntire sum is not ,,
© o to-be -used lmmedntcly, it'is to be spmad over her probable future;f Y

] , qntyAbooﬂet’ IRS ] ‘ :
hat ;;woman, age 61, has a hfe expectancy of 21 |

" by 21 the qqotlent is $1 9200. ThJs amount, $l 200, represents tl;e
sum that W ‘may exclude from her retirement income of $6,000 each
“year for life. Hence the taxable amount will be the dlfferencc between
$6,000 and $1,200—that is, $4,800., - -

. Example 2:- Mr. M retires at age 65. He chooses Optton 4.b;
his net annual allowam.e is $5,400. The, Retirement Office mforms :

- him that. (a) his net contributions were $22,000 and (b) the city’s
co itributions for the penod before 1939 were:$5,000. Thus, the total
crédit (or Investment in the Contract) that Mr. M may use iss
$27 000 (the sum of $22,000 and $5, 000). The. Trcasury Department
_table shows that a man of 65 has a life expectancy of 15 years.
"Thus the annual exclusion. allowed Mr. M is $27,000 divided by 15,
- or $1,800. His retirement allowance is $5,400. Hence the dlfferenrg
between $5,400 and $1, 800, namely $3 600 is theJaStable amount
of Mr. M’s retirenient income.
_ . Note: “The two examples above lllustrate a snmple method for
calculatmg the taxable amount of retirement income for teachers
who retire without an- option or for those who choose ‘Option 4-b.
E o,ther opttons are chosen, .the tax calcglatlon is more ecom-
 plif ted. * - “

"4 It should also be added that when the tax return is repared
, in accordance with official directions; the"figthod pmcnbeils quite

, dxfferen. from ‘the ‘method in the ﬂlustrattons above—though
" the result will be the same, .

. Many teachers will find_it dif alt to prepare their first tax’
return on théir retirement incdme. They may receive help at the
Internal Revenue offices or they may’ choose to consult @ recognized'

' authonty in pensions and taxes. . : ,

- It is in order now to insert the official. llfe expectancy table for -
- the agw of normal service retirement.

-
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o LIFE EXPECTANCY FOR INCOME TAX PURPOSES :
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8 232 S 53 - - 274
2] . 54 s 224 v " - 54 ‘26-3 .
' Ay . BB - 285
. 86 Tae . L 88 0 24.7
57 . . S 20.3 y ' \ : i . ’ . 57 . . 2‘;0
. 58 . 196, S oo 88 T 3
89 189 A | AL 224
e 182 | SR R zm( |
R | 1 oo i 0N
e T L2083
&8 . s2 . 8 198
O - S “ - 189
6 AT &5 182
6% 144 N SR ST TR
67 ns A L 169
N o2 Y - BN TY
D6 s 89 . . (56
- 70 2.1 o N [ *15.0
o e . R 154
specw. RUE - o -

~ The tax treatment outlmed on the precedmg pages apphes to

‘more than 90% of the teachers who retire. For ‘some - teachers,
cr however, the law ‘prescribes a sPECIAL RULE.
‘ “The Special Rule must be used by those whose total renrement

allowance receivable during the three years beginning on'tlie date of

~ the | recelpt of the first clieck is equal to or greater than the mvvesT-
“'MENT ini the coNTRACT. The careful reader will recall that the term--

“Invatment in the Contract™ refers to the sum of these two amounts:

“ (a). The teacher’s contubutlons during his teaching years, and -

, '(b) The mty’s contnbutlons to provrde the teacher’s penmon
for his service prior to 1939, S

. The RULE followed by these teachers is tlns A,ll ainounts'
recewed as ‘retirement income shall be excluded from gross income
until the amounts so excluded shall. equal the “Investment in the
Contract » Thereafter, alt retzrement income shall be included in gross'
mcome. .

Example. Ml.ss B retu'ed September l 1963 Her a.nnual
retlrement allowance was $7,200. The total of her contributions
- was $l7 000. The aty’s contnbutlons toward the pensron for the

e
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By e penod before 1939 amountcd to $4- 000 chce, thc “Inv&tmcnt

o in the Contract” was $21,000. | T
L Cleaﬂ)',duﬂngﬂh'firstthrecyeamomeB’smurémentashc R
e . wnll be entitled to receive 3 times $7,200, or $21,600. This sum, L
.. " $21600, is greater than the Investment in the Contract whichis =~ .
I . only $21,000. Hence Miss B must use the Special Tax Rule. * =
" In 1963 she received four monthly checks amounting to' $2, 400; | L
o " this sum was tax-fre¢ and excluded from her gross income. Similarly,
& .. . her retiremeiit allowance for 1964 and 1965, and for the first seven -, ST
STt ¢ ymonth8tof 1966 will also be tax-free because she will not have @
. . received $21,000 i in retirement income until the month of August - KA
. 271966, After August 1, 1966 all her retu-ement income must be‘ o e
St e mcluded in gross mcome " A T O
. RETIREMENT INCOME CREDIT | | S

. There are Hundreds' of retifed tcachcxs (and other taxpayers) = L
~ - who neglect to claim a RETIREMENT INCOME CREDIT on_ Form 1040, T
- when they ; filc their federhl tax returns. . : e
o " .- 'The term, RE'nREMEN‘l\' INGOME, as defined in-the tax. law, in-
e : - cludes mg:fc than income from pensions and annuities. However, in . - SRR
" this br discussion, we shall confine the cxplanatlon to the tax o .
. ~ credit that is available to teachers who receive a retlrement allowancc S S
e fro a’ PUBLIC RETIREMENT System. |
e / “Retirement Incomé Credit” is mtcndcd pnmanly to’ reducc
S the tax for these who' receive \retirement income but who are en- SO .
e / titled to relatively lite or to rio\Social Security payments. : T
.~ .. 'The MaxmMuM Social Security payable to an 1nd1\udua11s$l27 ST
" monthly or $1,524 annually. The! retired teachier who receives Social S L
B Sccunty paymcnts of $1,524 yearly is NoT chglble for any retirement
- . income credit. The MaxiMyM retirement income credit available to . G
.. ‘any individual is 20% of $1,524—that is, $304.80: To be ehgnblc" e
" for this maximum credlt the retired teacher must meet these con- S
" ditions: .
~ (a) His annual taxablc rctlremcnt allowancc must be at* ,
lcast$1524 ;
- (by". He must receive No Social , cunty, and » P
-+ (c) His wages or sa]ary for the tax year must not cxceed‘ , IR
; ’$9001fhlsagclslthan62 if his{age is between 62 and 72, = * |
*his wages or salary' must not exceed $1,200. This condmon (c) does o
not apply to one who has reached age 72. .
If > mtu'cd teachcr does NOT meet- the abovc condmonl, ‘he

40




o . ~His additional earnings during the year were less than $1,200.
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'may still be entitled to a RETIREMENT INCOME CREDIT—but not to
" the maximum amount of $304.80. D
- These two illustrations may clarify the sitdation: ~ -
.- .. Example 1: Miss F retired in*1961 at age 58. Her annual -
retirement allowance was- $4,000, of which $3,200 was subject to
- - tax. She worked occasionally” as a substitute teacher ‘and earned

$800 during the tax year. She was clearly not cligible to receive

- Social Security payments, ‘During 1963, she filed her federal tax o
-+ cretumn for 1962, Her initial tax was $500 for the year. However, - =~ "'

because she received ‘no Social. Security and her salary during the -
. year did not exceed $900, she was entitled to the maximum retirement -

g . credit of 20% of $1,524, or $304.80. Hence her final tax was only

 $195.20the differénce ‘between $500 and $304.80. - . = o '
~Example 2: - Mr. M retired January 2, 1962, His annual retire- :
- ment allowance was $5,000 of which $3,700 was taxable income. -

During 1962 he received Social Security payments amounting to
$1,150. His initial tax for 1962 was $600. He calCulated his yﬁre-

" ment income credit as follows: = . "
>’ . . ‘ ) . ‘ » </ ' .
~ Maximum amount of retirement income . o
. for credit computation . . o ? . 81524
- Less amount received as Social Security in the tax year 1150

roc.
Retirement Income Credit is 209 of $374, or $74.80., o
- Hence Ms final tax was the difference between his initial tax
of $600 and the Retirement Income ' Credit of $74.80—that 'is,
$525.20. = - . o , I L :
- Note: In the new tax law of 1964, the 20% rate used in
_ co_nnection with re‘tirement 'income credit has been reduced to 15%.

3

$ 374

~ ~ " DISABILITY RETIREMENT AND TAXES : Ly,
| ~Alteacher who 'mﬁres-&9g disability may exclude his retirernent
. allowance from his taxabl¢ intome until he reaches “retirement age” = -
" —generally accepted as age' 65 by Internal Revenue offices. In Y
" preparing his federal incom¢ tax return (Form 1040), on the ling, =

2.

. for wages, salaries, etc., he Enters the amount of his retirement |

allowance as: “Disability Income from the Teachers’ Retirement
System of New York City.” On the line for “Sick Pay,” he enters

the full amount of his disability income.

141 . I - 1
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 When the ‘teacher who retires for disability reaches age’ 65°

retirement allowance. For the calculation of this tax, it is advisable
~ to consult the Internal Revenue Service or an expert in both taxes
-~ and pensions. I '- o

V. INCOME TAX ON PAYMENTS TO BENEFICIARY

»

ficiaries of employees in New York State who. die before or after

. discussion below refers only to federal income taxés, »

- TAX ON BENEFITS PAID WHEN TEACHER DIES IN SERVICE

IR ﬂe taxable portion of the lump sum paid to 2 beneficiary
- whe

~ to retire, is determined as follows: o Yo
~_From the total .amoun payable to the heneficiary,* subtract
. the sum of (1) the total contributions of the teacher, without interest;
~.(2) the contributions of the city. prior to 1939; and (3) the special
-+ death benefit of $5,000 authorized by the tax law. The difference

is reccived. . s : L
- Example: Mr."L died in service’in March 1963. His wife
7 subsequently filed a claini-at the Retirement Office for the lump sum

5y ibenefit of $36,000f due her. - - S
27+ . Mr Ls contributions, without interest, amorinted to $18,000
. -and the city’s contributions prior to 1939 were $3,500. »

- .mined as follows: -

'# The amount payable to the beneficiary when the teacher dies before he is
=, . eligible to retire'is the sum of, the teacher’s accumulated contributions and
' - death benefit, When the teacher &Fies in scrvice after lie is eligible to retire,

Option 1. (Sce Chapter 19.)

+ Interest is added to the principal amount due the beneficiary from the date
‘of filing of the clain to the date of payment. ‘lZe‘ interest is taxed as ordinary

142
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{“retirement age”), he is expected to Pay a tax on a part of his

i ~We shall now turn our attention to the rules governing the -
- determination of the income tax on the benefits paid to the bene-~
- fidiary of a teacher who dies, either before or after-his retirement.

" Benefits received from a public retirement system by the bene-

* retirement are exempt from New York State income. taxes. Th_e\ ol

teacher dies in servige, cither before " or after he is eligiblé
- is taxed as a long-term capital gain in the year in which the payment

. The taxable portion .of the lump sum paid to Ms. L is deter- :

the amount payable to the beneficiary is almost invariably the benefit under‘ :

. - ¢ )
S — e
o X/’ﬂ income. . ~—i
B . ' . ‘ - . B . ..
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_Lump sum paid to Mis. L .
 Deduct: = - ¥

- . Death Benefit exclusion ¥ 5,000

. Portion of Mrs. Ls benefit not subject to tax

+

- ‘Mr. L’s contributions (without intgmt), " $18,000
- City’s contributions prior to 193% ’ 3,500

26,500

 Amount taxable as a longterm capital gain 5+ $ 9,500

If the beneficiary receives the benefit in the form ‘of an annuity
undér Option A or B, the tax. treatment is similar to- the method
used to ‘determine the tax on the retirement allowance of a retired

teacher. This-was described earlier in this chapter.

. TAXON BE!‘IEFITS PAID WHEN TEACHER DIES AFTER RETIREMENT
- . We shall now consider the tax on the benefits paid to a bene-

ficiary of a teacher who dies after retirement. ©
- The taxable portion of the lump sum received by. the beneficiary

~under Option I, IV-b or IV-c is determined in a manner Similar to

that explained above in connection with- death in service. The pro-
cedure is as follows: SRR R
-~ From the total amount of the lump sum received by the bene- .
ficiary, subtract the sum of (1) the unrecovered part of the\investment
in the contract* and (2) the death benefit exclusion of $5,000. The

difference is taxed as a long-term capital gain in the year in which

the payment is received. |

. Example: Mr. C retired ciioosing Option IV-b for $20,000.
His retirement allowance was $5,600 per year. The taxaple portion - .
of this allowance was $4,200: His contribu&ons, without interest,

amounted to $21,000 and the city’s contributions \prior to 1939 were

$4,000. He died 8 yedrs after the date he retired] S
. The taxable portion of the lump sum of $20,000 paid to the

beneficiary under Option IV-b is determined as follows: R

* The Investment in the Contract is the sum of the teacher’s contributions -
(without interest) and the city’s contributions toward the teacher’s pension for
his service prior to 1939. During each year of his retirement, the teacher:
recovers fax-free a portion of his investment in the contract. The “unrecovered
part of the investment in the contract” is the excess of the investment in the
contract over the total amount thereof recovered, tax-free, by the teacher from
the date of his retireinent to the date of his death, '~ .
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. ordinary income.

-." ',‘ .

o . First, find .the im'rct:\OVércd.‘ portion. of the investment in the
contract. Mr. C’s contributions, without interest, amounted to $21,000
- and the city’s contributions prior to 1939 were $4,000. The sum

of these two amounts, $25,000, is the investment in the contract.

__ Each year of his retirement, Mr.-C received, tax-free, the dif:
ference between his tetirement allowance of $5,600 and the taxable
portion; $4,200. The difference, $1,400, multiplied by 8 is*$11,200;

- this is the. total amount recovered, tax-free, by Mr. C du}ing the .

cight years of his retirement. To ‘obtain the unrecovered part of the
investment in the. contract, we subtract the total amount recovered,

‘tax-fre¢, namely $1 1,200, from the investment in the contract, -

'$25,000. Henee, the unrccbvcrg:d‘? part of the investment in the

' contractis$13,800. | |

~ The sum of the unreéovéréd:part of the investment in the

* contract and the fieath benefit exclusion of $5,000 is $18,800. The

taxable portien of the lump sum benefit paid to thé beneficiary is

* $20,000 less $18;800, or $1,200. This amount is taxed as a long- -
~term capital gain.. - ' IR

The same procedure is used in the case of a lun?p sum benefit |

*'payablc to a-beneficiary under Option I or IV-c. |

In the'case of Option II or III or IV-a, where the beneficiary ‘
reccives an annuity, instead of a lump sum, thie method of arriving

*at the taxable portion of the annuity received each year is the same
', as that used to determine the taxable portion of the retired teacher’s
- retirement allowance during the years of his retirement. The taxable

portion of the annuity received \durmg the taxable year is tixed as
, If a beneficiary finds it too difficult to calculate the taxable
portion of the lump sum or,the annuity that he receives as a result

- of-the death of a teacher, he should secure the asistance of the
. Internal Revenue office or ofa recognized authority on pensions

and. taxes. -

p

TAXES ON LONG-TERM CAPITAL GAINS

- Reference has been made to taxes on long-term capital gains. .
~ The ﬁuaﬁon naturally arises: How do we calculate the tax on -
'~ long-term capital gains? The law provides- two methods: (a) the
‘Regular method and (b) the Alternative method. R

- Under the regular method, the taxpayer adds onc-half of the
long-term capital gain to. his other taxable income for the tax
year; he then calculates the tax on the total amount in accordance
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‘ I{nder the alternative method, the taxpayer first' calculates the
- tax on his taxable income, exclusive of the long-term capital gain;
)-this' tax, he adds one-fourth of the capital gain. The sum is the
- The law permits the taxpayer to choose cither of these methods.
- " .He should try ‘both miethods and then use the method that results
~ in a smaller tax. When very large sums are involved, the alternative
. method will generally be more favorable to the taxpayer. " .

- Two illustrations will be given: S L
-~ Example 1:. A has a normal taxable income of $6,000 after
*all deductions and exemptions. In the. same tax year, A also has a
- dong-term _capital - gain of $20,000; A ‘files an ‘individual return..

. v We shall first try the regular method.
= . .(a) A’s normal taxable income -

- (b) Onedalf of capial guinof $20000 10000

~ (c) Total taxable income =~ . = = $16000- .
~ (d) Tax on $16,000 o I - $5200
. We now try the alternaive method. . - - o
. (a) Tax on normal income of $6,000 | o $1360 . ‘
~ (b) One-fourth of capital gain of $20,000 5000
- (¢) Total tax: sum-of (a) and (b) - -~ '$ 6360
.~ .+ QCleary the regular method results in a smaller tax ‘and wi
T 'bgthc'methodAmedbyvAwhenbeprepamhistaxretum. - ,
. ¢« Exdmple 2: ‘B has a normal taxable income of $12,000 after
. all deductions and exemptions. In the same tax year, B also has
~ .+ & long-term capital gain of $40,000. B files an individual return.
~_ We uy first the regular method. - o SN
(a) B’snoum'ltaxtblgincome L o 812000 .
~ (b) One-half of capital gain of $40,000 20000 -
R S . 2 : o~ o —
4+ {c) Total taxable income , ; o $32000
~* . (d) Tax on $32,000 : B $14460
f | Now try the alternative method. ‘

(a) Tax on normal income of $12000 - § 340
,(b).:mm_df‘“ﬁ'_ﬂgﬁnofmﬁw SR 10000

C (@ Toalax amol (a) i (b)

» .
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. and the PENSION reserve of $35 000—a total of $60,000. How nmch

5.
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Clearly, in thls mtuatnon», _the altemanve method results in a-

lower tax. S - | o |
BSTATE TAXES | P 7
: , Pmperty transferred by a deceased person to beneficiaries is ST
* generally subject to ESTATE taxel, both under Federal law and New S
,.Yorklawv ’ "'-’,
-+ In the brief explyhation that follows, our primary concern 13
L the tax on funds payable by the New York City Teacher®’ Retiremen
" " System to beneficiaries of teachers who die—ecither before retirement
or after retirement. :
~'We begin ‘with two xmportant principles: PRV i
1. Money paid to beneficiaries from "the AnNwry fand of = | ,
| the deccased is subject to ESTATE taxes (both Federal ant ' v

) ,
L2 Money paid to beneficiaries from funds contributed by
. the city is excluded from the wtate——unlm the money is payable e
. -to the “EsTATE.” ' _ . S DA
Example 1: Miss J, a te in the pubhc schools, dled N
_before she was ehgtble for-sérvice retitemerit.. Her ANNurty fund,
at the time of her death, amounted to $18,000; the city’s death
benefit was $10,000. MISS Js mother was the beneficiary for both
benefits. What part of these sums was subject to an ESTATE tax? = ,
- A re-reading of the two principles above will show that the death = . b
- benefit of $10,000 is excluded from the estate; only the ANNUITY - = .
' fund of $18,000issubject't‘o ESTATE taxes. o e
Example 2: Given the same\ facts except that Miss J bad 7
'dengnated her- “estate” as benefici In this case, the entire auma N
. of $28,000 would be subject to ESTATE taxes.

o Example 3: Mrs. F was eligible for service retirem nt, un- ¢
- {ortunately she died before she even filed an application for retire-
ment. F had designated her daughters as beneficiaries under Option
I. Under the “Death ‘Gamble” law of 1961, the daughters received
‘the full benefit of Option I, namely, the aNNurTY fund of $25,000

was subject to estate taxes? Clearly, the City's Pension reserve was™ ~ * o .
excluded from the ESTATE. Only tbe ANNUITY fund of $25,000 was }
‘subject to ESTATE taxes, = |
. Example 4:  Mr. M retired and chose Optlon III for both the
- pension and annuity. He designated his wife, W, as beneﬁcnry |
~ His reduced ‘retirement allowance was $5,000 yearly, consisting of :
.fapenaonof$3000andanannmtyof$2000 WhenMchedlns‘ /\

o . e
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w:fewas ’enﬁtledvtd.‘an‘annual- allowance of $2,500, consisting of -

- a pension of $1,500 and an annuity of $1,000.. What amoui'it was

" sabject to estate taxes? ._ | .
- .Clearly the annual pension payable to W for life came from :
~~ city funds and hence was excluded from the estate. The annuity

- of $1,000 payable for life came from the deceased teacher’s annuity
fund and therefore is subject to estate taxes, What is the vafue of
- this life annuity? - ‘ . ' o
< The answer to this question can be obtained from the Teachers’

Retirement Office. In’ this example the widow wag 72 years old

" when her husband died. The annuity of $1,000 for a. woman, age
- 72, has a present value of $7,724.. This amount becomes a part of
~ the taxable estate. : S .
- - DEDUCTIONS FROM GROSS ESTATE S
. Both thesfederal and New York State laws allow ceftain deduc-'

‘tions from the Gross estate. The most common DEDUCTIONS are these: .-

1. Funeral expenses g
.2, [Expenditures in the administration ‘of the estate
.3, Valid claims against the estate e
| \ Taxes g » T ’
5. Losses

| THE MARITAL DEDUCTION + 7 © | -
In addition to the above deductions that are made from the

: 'GROSS estate, 2 MARITAL deduction is. available under both federal -

and State laws to the spouse of a- deceased husband or wife. Gen-'
 erally, the MARITAL deduction is half -of the decedent’s “adjusted
- groms estate.” The “adjusted gross estate” is the éntire value of the -

"+, decedent’s gross estate less the aggregate amount of the deductiorls

. allowed for expenses, indebtedness, taxes, and losses. _ ,
*  Example: Suppose the value of a decedent’s gross estate is

$200,000 and the-aggregate amount ‘of the allowable deductions is © .

$30,000. The value of the adjusted gross estate is therefore $170,000.
The allowable marital deduction is limited to $65,000 (half of
L - » " . | o . /
- THE FEDERAL EXEMPTION .~ o ST N
. The federal law allows an exempTION of $60,000 for the entire
- estate. Under federal law (unlike New York State law), this zxemp-
- TION is permitted even where a spouse has taken a marital deduction,

147

. R .

MR L R SR ‘ -
B s ) X - . . . . .




a klll'u;ctrahon Assume that in- thc cxamplc abovc, the cntm:
 estate was left to the spouse of the deceased. After the initial deduc-’

- ‘estate to the spouse was reduced to $85,000 “An sexemption of
~ $60,000 is now allowed to the utate Hence only $25 000 is sub]ect
toafcderalatatctax ) | / N .\ _

>

NEW YORK STATE exemmous C NN

-

Federal law. . N
. . First, a spouse who has* choscn .a_marital deduction is” NOr
__ allowed to take an exemption. If she has Nor taken a MARITAL N
" deduction, she may claim an exempTION: up to $2O 000. . »
' Second, only those related to the deceased may claim an exen p—
tion. The beneficiaries dcscnbcd below may cach clalm an exempti
_of $5,000: -
" (a) Children and other lmeal desccndants of deccascd
(b) Parents and~other ancestors of the deceased;
" (c) " Brothers or sisters of the deceased;
(d) 'The spouse of a son or of a daughtcr of the deceased;™

. (e) -An adopted child or a step-child or a liea dcsccndantv
o£ an adoptcd chxld or of a stcpcluld :

FEDERAL TAX ON NET ESTATE

After* our. discussion of allowable dcductlons and cxcmptlons,
thc patient: reader will naturally ask: “What is tie tax on the NeT
 estate?” First we shall give the federal tax rates:
- Here are the federal tax rates when thc NET taxablc ESTATE
. does not exceed $100,000: )

’ thc net estate. .-
- (b) For a net estate bctwccn $5000 and $10000 thc tax is
$150 Plus 7% of the £xcess over $5, 000.
" . (c) For a nct estate between $10,000 and $20,000, the tax
o8 $500 plus ll% of the excess over $10,000.

L (d) - For a net estate between $20,000 and $30000 the tax
. __ls $l 600 plus 14% of the excess over $20,000.

(¢) “For a net estate between $30,000 and $40 000 thc tax
| ,_'ns$3000plus 18% of|the excess over $30,000. ¥

" s $4 800 plus 22% of the excess over $40,

' tions of '$30,000 and the marital dcductlbn of $85,000, the taxabll -

. \) The Staté law conqcrmng EXEMPTIONS is entingly dnffc}c\nt from
e

‘ (a). For. a nct estate of lcss than $5000 the rate is 3% of F

(f) For a net-estate between $40,oo and ssoooo thc tax - .
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- is $7,000 plus 259

% (a) If the -net estate
. estate tax, . B
(b) If the net estate is

© - $50,000, the tax is 2% of the net estate.

v . .
e ..

of the excess ovetr $50,000. o~ .

. (h) Fora net estate between $60,000 and $100,000, the tax . .

© . is $9,500 pluy 28%. of the excess over $00,000. | o

" | NEW YORKYAX ON NET ESTATE = e -
' The New York State tax rates on the ner ESTATE, after the

" applicable deductions and exemptions, are as follows: :

L (g) For a:zlf%wtatc bétweén $50,000 and'{'ﬁ/ﬂ,a), the tax

v

daes not exceed $2,000, there is no
- 4 v E

more than $2,000 and not more thsin

(¢) If the net estate is more, than $50,000 and not morc(
‘than $150,000,'the,taxjs- $1,000 plus 3% of the excess over $50,000.
*+ (d) If the net estate is more than $150,000 and not more
- than $300,000, the tax is-$4,000 plus 4% of the excess oven$150,000.
- Then the tax rate continues to accelerate. B
./ Example: Mrs. F, a widow, left a gross estate of @Q,OOO
to hethree daughters. The deduction for funeral and other allowable

expenses was $10,000. At this

point the gross estate was reduced ‘to

- $70,000—both under New York law and under federal law. e
- 'L In New York, each daughter was allowed an exemption of . .

- $5,000. Hence the taxable estate in New York was $55,000 ($70,000-
~ $15,000). According to the State tax schedule, line (c); the.tax was

-$1,000 plus 3% of $5,000—a

IL Let us now consider the federal tax. After the allowshle =

total tax of $1,150. N

- deductions, the estate was reduced to $70,000. The federal law allows
- an exemption of $60,000 on the estate. This leaves the net/taxable -
amount of $10,000. In the federal tax schedule given- above, we

- find that the federal estate tax

on' $10,000 is $500. -
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)~ CONCLUDING REMARKS . ". . .

- o : . PR ) t

- L., Every newly appointed teacher files at the Teachers’ Retire- = e
-~ ment Office a designation of beneficiary to Teceive the death benefit o
and the accumulated contributions in the event of his death before he o ( s
becomes eligible to retire. The teacher is advised- to review his. , N
 beneficiary designations periodically, A new designation should-be - SR
. filed if the teacher’s marital status changes or if any other important - -~~~
change affecting his cheice of beneficiary occurs. A later designation =~ -,
iways supersedes an earlier one.- : o ' :
2. It is recommendéd that every teacher, who has completed . -

- ten of ‘more years of city service, file Option”T™t the Retirement
Office. He should keep Option I on file at the Retirement Office until .
he applies for retirement. At that time, he may change Option I' = . =
to any other option or to retirement on maximum allowance, He I |
should eccasionally review his designation of beneficiaries under the .
option. Whenever a situation arises which warrants a change of - .+ + ..,
beneficiary, the teacher should file a new Option I form. The latest - e
Option I on file always supersedes those filed previously. - . L °

. 3.. If a teacher applies for service retirement under_an option . "
other than Option I, it is recommended that he file his retirement ST
application  at. the Retirement Office not earlier thin two or.three = .+ -
business days before the date of his retirement. If, however, a teacher A
applies for service retirement under Option I, he may, without risk to~~ . ¢ / T
" himself or his beneficiaries, file his application at any time within SRR
threc months prior to the date of his retirement. It must be keptein = .
mind that the application for service retirement must reach the -
Retirement Office at least-one day before the date of retirement. .
4. It is advisable for every teacher with twenty or more years - .
of service to inquire, in writing, of the Teachers’ Retirement Office . a T -
on what date he will become (or became) eligible for service retire- ‘ B
ment and how' much service he will: have (or had) completed prior

-
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“ . 5. Every teacher is urged to keep a well-organized pension file
.o for envelope) containing the following documents: |
. a. Prior Service Qertificate, R
%~ b. Annual statements of amount in Annuity Savings Find.
.+ c. Stubs of checks from Board of Education. o
-“d. Copies of “Designation of Beneficiary,” “Option I” and
all other official forms filed at the Retirement Office.

N L~

. . the Retirement System.

- " f. Copies of letters sent by the teacher to the Retirement
o . Office. - I . - .
"~ _  +.6. The following information should

~ _ye& the cover of the pension file: Va
.7 - - a. Name of teacher

* b, Contributor number
. Date of birth - S -
d. Date of appointment to/the School System ~
¢ Current home address/ -

f. Current school /

o g N - : - T : L . 5
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instructed that, in the event of the teacher’s death, the Retire-

This statement, together with a transcript of the Death Certificate,
should be filed at the Retirement Office as-soon as possible. |

~ 8. Every teacher should keep himself thoroughly infc‘;nned’asbou't
may be in a position to make decisions which are in the (best interest
of himself and his family. | S
ARNALNOE T
- -The teacher who js eligible for service retirement should view"

no paymenis can be made to anyone by the Retirement System.

#
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with suspicion those pension services which state that the teacher
can take his maximum retirement allowance and yet provide for

This teacher can mke provision for his family- only through the |

. to that date. The teacher should retain the reply to this inquiry in °

- ¢. Communications from the Actuary or other officials of

clearly indicatéd‘ on

: 7. "'The teacher is advised/to inform his beneficiary or next of .
¥ . kin where the. pension file i located. The  beneficiary should be

ment Office should -be notified to that effect in writing. The bene.
ficiary will receive a Claimajit’s Statement from the Retirement Office. -

latest developments in pensions, social security and taxes so thdt he -

- I a teacher retires on maximum allowance, upon his death




&

purchase of outslde msufimcc or the accumulatnon of sawngs, mutual
funds or other investments. While any one or more of these alternatives

may be worthy of-serious consideration by the younget teacher, they

are generally unmllsuc, and therefore unwise, for the teacher who

is approaching retirement. Can it be that some of those who recom-’

mend that the teacher choose maximum retirement and provnde for

his famnly through one of these alternative plans are chiefly inter-"

ested in selling insurance or securities?

A teacher who needs help in. solving his pension: problems will

. serve himself and his family best by tonsulung a well-known, rcputable
pensxon authonty
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